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Realistic | Help 
for| Foreign ‘Trade 


Helping to solve the complex problems of 
foreign trade is one of Guaranty Trust Company’s 


most val ued services. 


Through our branch offices in important European cities 
and our correspondent relationships with 

leading banks throughout the world, we are able to 

deal capably and realistically with many 

trading problems at their source. Our accurate, up-to-date 
knowledge of exchange restrictions and other 

matters pertaining to foreign trade is of great 


assistance in expediting import-export operations. 


We invite banks to consult us as to ways in which 
Guaranty service may supplement their facilities 


for foreign trade. 





Guaranty Trust Company 
of New York 


Capital Funds $377,000.00 


140 Broadway, New York 15 
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New York 18 New York 21 New York 20 
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TRUSTEE 


Mortgage issues 


Equipment trust issues 


Debenture issues 


Collateral trust issues 


AGENT 


Paying 


Transfer 


Dividend disbursement 


Registrar 


W. L. Hemingway, Chairman of the Board 


Missouri statutes stipulate that when 
Missouri property is included under a 
trust indenture a resident trustee 


must be appointed. 


Many foreign corporations appoint the 
Mercantile-Commerce Bank and Trust 
Company of St. Louis as trustee or agent, 
not only for this reason, but also 
because of its reputation for friendly, 


prompt, and efficient service. 


Mercantile-Commerce handles a large volume 
of corporate trust business and understands 


the needs and problems of corporations. 


Its trust officers are always ready to 
consult or to give information concerning 


corporate services which it renders. 


TRUST DEPARTMENT 





1. A. Long 


Vice-President 


Joseph W. White 


Vice President 


Robert N. Arthur 


Secretary 


George F. Torrey 


Trust Officer 


 & Mudd, Executive Vice President 


Gale F. Johnston, President 
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Cover Picture . . . Stanton Hall at Natchez, 
Miss. The gracious modes of living of a pre- 
vious generation are reflected in the pic- 
turesque mansions of the old south. Their 
gardens of strange and rare plants, the huge 
rooms with mantels and chandeliers brought 
from Europe, bespeak an age of social bril- 
liance, intellectual culture and economic ad- 
vance, all centered around the home. Stanton 
Hall is the product of one of the great cotton 
fortunes of the 1850s. Today it is more and 
more difficult to build or maintain its coun- 
terpart, with the twin burdens of taxes and 
inflation. The modern home owner finds in- 
valuable the specialized real estate, tax and 
investment know-how of the trust officer and 
estate attorney. Just as slave labor has been 
replaced by the mechanical cotton picker, so 
has estate planning replaced the casual 
financial habits of the past. 

—Photo by Louis C. Williams 
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Law School Courses 


(Additional comments, see July p. 436) 


I enjoyed reading Professor Harsch’s 
article and was particularly interested 
in the outline of the pedagogical ap- 
proach, as the latter coincides with our 
thinking. Estate planning affords an 
ideal medium for the correlation and 
integration of knowledge acquired in a 
broad cross-section of prior courses. 


Our Estate Planning course is open 
to sixth semester students. It is a one 
semester course and meets two hours: 
each week. The seminar method is used. 
We require certain prerequisites for all 
students entering the course. In addition 
to having the regular first year courses 
in Property and Contracts, they must 
have completed Estates and Trusts I 
and II. Fiduciary Administration I. 
General Taxation and Federal Taxation. 
We recommend that the student com- 
plete the courses in Business Associa- 
tions, Future Interests and Insurance. 

The following text material is used 
in the course: Harrison Tweed and 
William Parson’s monograph entitled 
“Lifetime and Testamentary Estate 
Planning,” published by the American 
Law Institute. and own mimeo- 
graphed materials. The first two ses- 
sions of the Seminar are used in stress- 
ing the necessity and reasons for com- 
plete family and estate data and the 
importance of cooperation with and 
use of specialists such as accountants, 
investment counsel, life insurance men 
and trustmen. This is followed by the 
developing of a working procedure 
whereby the student can analyze an 
estate in order to highlight the adverse 
situations that arise therein. 


my 


As soon as the above preliminary 
work is completed the following ses- 
sions are used in working on individual 
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How to Give 
your 


Trust Accounts 


BETTER 
SERVICE 


Introducing 
A Watching Servite... 





With the Ira Haupt Watching 
Service, you are kept constantly 
informed on all matters affect- 
ing the securities in your trust 
investment accounts. 


The Service provides a contin- 
uous watch for every develop- 
ment which has a bearing on 
your portfolio. Items are 
briefed and mailed to you on 
your stationery if you so desire 
so that you may send them to 
your clients. 


For full information on how 
your Trust Department can 
benefit from the Ira Haupt 
Watching Service, send for this 
Free booklet today. 


Ira Haupt «& Co. 


Members New York Stock Exchange 
and other Leading Exchanges 


111 Broadway New York 6 
Telephone WOrth 4-6000 


estate planning cases. The student is 
given a mimeographed copy of family 
and estate data. He must prepare this 
case for the following discussion period 
in this manner: first, organize the data 
in logical order; second, analyze the 
estate; third, point out the adverse sit- 
uations showing where they arise in the 
analysis; and, fourth, outline the cor- 
rective procedures that would apply. 
The seminar period is utilized in dis- 
cussing the case and outlining the best 
possible estate plan in the opinion of 
the students, and this is followed by the 
implementation of the corrective pro- 
cedures necessary to attain the suggest- 
ed plan. 

We have been successful in placing 
three of our graduates who have taken 
this course with trust departments 
where they are using estate analysis as 
a sales medium for their trust business. 
I have had letters from the trust offi- 
cers of each of these companies prais- 
ing the work of the former students, 
the most recent of which inquired for a 
recommendation of an additional man 
to help in the estate analysis depart- 
ment. 

Kenneth L. Black, 
Professor of Law 
University of Florida 
Gainesville, Fla. 


We do not, at present, have anything 
approaching the University of Wash- 
ington Law School plan. We are. how- 
ever, embarking upon a graduate pro- 
gram and are very much interested in 
putting into that program courses of 
such nature as the one outlined in Pro- 
fessor Harsch’s article. There is a very 
great need for the close cooperation 
suggested by the article, am personally 
heartily in favor of it, and will refer it 
to our Curriculum Committee for con- 
sideration as soon as we are all together 
again in the fall. 

Robert C. Bensing, 
Associate Professor of Law 
Western Reserve University 
Cleveland 
Erratum: 

The comment by Professor John W. 
Ervin on Estate Planning Courses, at 
page 439 of the July issue, was erroneous- 
ly identified with University of Cali- 
fornia, Los Angeles, instead of Uni- 
versity of Southern California, Los An- 
geles. 


Attention! Common Fund Experts 


Our Bank is actively considering the 
establishment of a Common Trust Fund. 
As we are not a large bank the operation 
of such a fund is a matter of some con- 
cern, mainly because of the limited num- 


ber of employees available to carry it on | 


and also a lack of clear cut operating ex- 
perience. 


The Common Trust Fund is still in the 
experimental stage and it is not unlikely 
that some of the banks still have prob- 
lems of administration and also methods 
which to them seem awkward but which 
up to now have not been improved. An 
illustration is the income tax problem in 
the event of withdrawals from the fund 
during the year but before the income 
tax has been finally determined for the 
Common Trust Fund as a whole. It is 
possible by means of machine posting to 
accumulate the profit or loss and deter- 


mine immediately at any one point the 
tax status whether for Federal or State | 


taxes. (cf. p. 111, Feb. 49.) 


If the solutions offered by the various 
subscribers could be published and con- 
sidered by a group of experts, I am sure 
that many of the banks who now hesitate 
to go into Common Trust Funds would 
feel willing to make the venture. If we 
are to continue in the business of 
handling fiduciary funds, economical ad- 
ministration of small accounts must be 
developed. 

Paul G. Laffoley, 
Trust Officer, 
Cambridge Trust Co. 


Cambridge, Mass. 


Withholding is Disturbing 


The editorial (July) on the withhold- 
ing of income under the proposed tax 
bill is a thoughtful presentation of a very 


disturbing problem to those of us making | 
payments of interest which are so essen- | 


tial to the payees. 


John J. Magovern, Jr., 
Counsel, 


Mutual Benefit Life Insurance Co. 


Newark, N. JJ. 


Compulsory Accounting for 
Common Trust Funds 


I have been interested in your recent 
studies on common trust funds. The care- 
ful supervision of these funds by the 
Federal Reserve Board and the careful 
operation of them by trust departments 
have eliminated all but one serious legal 
problem — accounting. With the bene- 
ficiaries numbering in the hundreds, 
some with quite minute interests, and all 
of them with the power to compel an 
expensive accounting and report to the 
court, it is imperative that the fiduciary 
be able to rely upon a periodic account- 
ing that is binding on all interested par- 
ties. 

Regulation F does not attempt to set 
out a uniform accounting procedure or 
to protect the trustee from repetitious 
accountings. At present less than half 
the states allowing common trust funds 
have any provision authorizing the dis- 


(Continued on page 536) 
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EDITORIAL... 


OLD | 


TORAGE... 





ov WLM onaires ace 


HIS editorial is not to urge that Millionaires, provided 

they can be identified and corralled, be put in deep 
freeze. Rather. we will discuss two Delusions that probably 
account for loss of more trust business than any other causes 
—excepting always that classic road-block to progress: 
Procrastination. The two Delusions, held by more men and 
women than one can shake a trust agreement at (or a will 
or agency contract) are: 


1. That (Cold Storage) Banks, and especially Trust 
Departments, are so conservative and dignified that 
they put the freeze first on the customer and then 
on the assets. A great many Prospects, according to 
opinion studies as well as personal advices and ob- 
servations, still think banks are too cold-blooded 
to be interested in the Personal problems that arise 
in estate or trust administration. As to Investment 
policy. the view is too prevalent that trust officers 
either ruthlessly dispose of the original securities 
or convert them all into lowyield bonds, and then 
put them away in the storage vault until time for 
distribution to the remaindermen. 


2. (For Millionaires) That with their published State- 
ments showing total assets of millions upon millions 
of dollars, only those characters possessing a high 
six-figure account in cold cash would be welcome 
in the inner offices, as trust or investment or estate 
customers. 


To take the last first, the experience of those banks which 
have consistently featured the Acceptability of “smaller” 
estates in newspaper advertisements, pamphlets and other 
direct mailings and by personal contact, shows the extent 
to which people had thought their $10,000 or $50,000 or 
even $250,000 was too small to be welcomed by the bank, 
or to warrant personal interest. True, some big banks in a 
few metropolitan centers look askance at accounts of less 
than $100,000 or $250,000, but even here many extenuating 
circumstances play a part in making such accounts accept- 
able: related business, family or business connections, condi- 
tion of assets. duties and powers. 


Estate taxes at present high levels, and perennial income 
tax increases make it ever more difficult for the coming 
generation to build a sizeable fortune, or force the well-to-do 
to use capital to keep up their living standards. The fact 
that many large estates are still being probated has lulled 
many fiduciaries into believing that they do not really need 
to do much business development spadework, or that they 
can get all the business they can handle by hobnobbing with 
a few of the high silks. The Carriage Trade is an interesting, 
usually a very pleasant, one with which to do business, but 
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a wholly inadequate base on which to maintain either a bank 
or its trust department. 


There are more dollars per person in circulation or on 
deposit than there used to be, but they are not going to the 
upper income crust. In its recently released study, the Na- 
tional Bureau of Economic Research found that whereas in 
1929 the highest 5% of income recipients had 34% of total 
“disposable” personal income (after federal taxes but in- 
cluding capital gains), by 1946 (latest available) they ac- 
counted for only 18%, a cut of almost half in a very few 
years. Per capita income nearly doubled in that same period 
($690 to $1,166) but that of the top 1% decreased from 
$13,168 to $8,994. 


It is universally agreed that the condition of the assets— 
and liabilities—and the clarity and powers of the will, are 
generally far more important than the size of the estate. 
Trust business will never be a five-and-dime business, nor 
should trust institutions compete with Savings Banks for 
true savings purposes, or with the variety of popular appeals 
offered by Mutual Funds, or with Life Insurance companies 
for straight insurance. But there is a huge undeveloped 
market for trust company services among people who need 
the protection of a plan via Trust agreement or Will, or who | 
could benefit from living trust or managed agency invest- 
ment know-how. 


There are over $20 billion of deposits in mutual savings 
banks alone. Many of these belong to people with multiple 
accounts who would find trust service more beneficial if 
they knew about its advantages, and if it were made easy 
to use. Trust banks have missed out sadly in not featuring 
and promoting the Accumulative Trust Fund idea, where 
deposits can be automatically or periodically added to the 
account. Starting with a surplus of even $5,000 or $10,000 
over liquid fund requirements, a person could easily pro- 
vide for additions to be made from his checking or savings 
account, either on a regular basis or as the account ex- 
ceeded a given figure, or sim- 
ply when it was convenient, 
with the bank sending occa- 
sional reminders. Such Accum- 
ulative Trust Funds would be 
especially appropriate in trust 
institutions having Composite 
or Common Trust Funds, but 
should be welcome wherever 
there is a progressive trust-bank 
looking for the opportunity to 
serve the living as well as the 


dead. 
(Continued on page 548) 
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NEWS PARAGRAPHS... 


FDIC Trust Earnings 
Up 12%% 


Gross trust department earnings of 
insured commercial banks in 1950 
totalled $180,674,000, according to ihe 
recently released annual report of ihe 
Federal Deposit Insurance Corporation. 
This figure represented about 4.5% of 
current operating earnings of $3,930,- 
696 for all such banks, including those 
without trust departments, and a gain 
of approximately 1214‘7 over the 1949 
sum of $160,430.000. Total earnings 
rose only 9%. 

A breakdown of trust earnings by 
deposit-size of banks shows that institu- 
tions with $10 million or over account- 
ed for $170,982,000, with the $100 mil- 
lion and over group representing $134,- 
118,000; banks of less than $10 million 
in deposits earned $5,736,000, those 
with a million or more accounting for 
all but $18,000. The discrepancy of 
$3.957,000 between the aggregate of 
these amounts and the figure first noted 
is attributable to banks operating less 
than a full year and trust companies 
not engaged in deposit banking. 

The report also classifies earnings by 
states. Only four grossed over $10 mil- 





lion in trust fees: New York $63.382.,- 
000; Pennsylvania $22,288,000; Illinois 
$16.580.000; California $12.856.000. 


A A A 


Annuities Exceed 314 Million 


The number of persons owning an- 
nuity contracts in U. S. life insurance 
companies has doubled in ten years, 
says the Institute of Life Insurance. At 
the start of this year, there were 3,650,- 
000 annuity contracts in force. At least 
$1,280,000,000 a year will be available 
as income from such plans now in force. 
About one-fourth of this income is al- 
ready payable. 

“The rapid growih of annuities in 
this country is a direct reflection of the 
mounting interest in pension planning 
the In- 
stitute commented. “The growth has 
been especially sharp in the case of 
group annuities, which have been used 
extensively in setting up insured pen- 
sion plans for worker groups.” Individ- 
ual annuities have also gained: ihe 
$585,000,000 annual income established 
these individual annuities is 
about one-fourth greater than ten years 
before. 


and retirement consciousness.” 


under 


Editors and publishers of the 15 business magazines which won first honors in the 1951 

Editorial Achievement Contest sponsored by Industrial Marketing. Christian C. Luhnow, 

editor-publisher of Trusts ANp Estates, the only financial publication receiving a first prize 

plaque is in back row center. Presentation was made during the annual convention of the 
National Industrial Advertisers Assn. at The Waldorf-Astoria. 
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Hundredth Anniversary for 
Springfield (Ill.) Marine Bank 


The Springfield Marine Bank of 
Springfield. Ill., last month celebrated 
the 100th anniversary of its opening 
for business. Originally chartered on 
January 28, 1851, as the Springfield 
Marine and Fire Insurance Co., the in- 
stitution is by virtue of its century of 
continuous existence the oldest bank in 
Illinois. Lack of adequate banking fa- 
cilities throughout the state and the 
that bank 
charters be submitted to the people for 
ratification led to the founding of the 
company. The 
broad au- 


constitutional requirement 


bank as an insurance 


charter contained powers— 
thority to write marine and fire insur- 
ance (from the bank 


its name) and all powers necessary to 


which derives 
conduct a complete banking business 
except the right to issue currency. 

The name of the bank was changed 
to its present designation in 1884. From 
one paid employee in 1851. the bank 
now has 125. and its assets have grown 
from $112.000 to $49.000,000. 

One of the outstanding items in the 
bank’s history is the fact that Abraham 
Lincoln. a resident of the city, was a 
depositor at the time he was elected to 
the Presidency and continued his ac- 
count with the bank throughout his 
tenure. At his death. the balance of 
$9,048.64. representing about 10°C of 
Lincoln's personal estate. was trans- 
David Davis 
who throughout the administration of 
with Robert 
Irwin. secretary of the bank and the 


ferred to administrator 


the estate worked closely 
President's agent in Springfield. 

While the Trust Department certifi- 
cate was not issued by the State Audi- 
tor until August 14, 1920, the latter 
instance is typical of the long heritage 
of officer administered trusts and es- 
tates throughout the bank’s century of 
existence. Under the guidance of Rich- 
avd L. Linney and Robert J. Saner. vice 
presidents and trust officers, both with 
the bank for their entire working ca- 
reers and for fifteen years in the Trust 
Department—Mr. Linney in charge of 
investments. Mr. Saner of operations 
and new business—the Trust Depart- 
ment. with twenty employees, is one 
of the largest in the Middle West out- 
side of the metropolitan areas. The 
Farm Management Department man- 
ages more than 45,000 acres of farm 
land in Central Illinois. Many farms 
managed have been purchased as in- 
vestments for trust accounts and have 
proven excellent assets. 
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A BANK ANNIVE 


HE major anniversaries of banks 

are more and more effectively used 
to gain the attention and good will of 
the community, with a range of events 
stretching from guessing contests on 
the number of coins in a bowl to visits 
of the governor or gala public recep- 
tions. There is no doubt that well 
planned celebrations have increased 
prestige and profits, setting before the 
public the bank’s achievements, capaci- 
ties and personality. 

Nor is this a mere flash in the pan. 
Advance announcements build com- 
munity interest and references to the 
event afterwards recall the memory for 
people who attended and stimulate those 
informal conversations between satisfied 
customers and newly arrived citizens 
which are productive of new business 


for the bank. 


Open House Featured 


Since the Open House in one form or 
another is the central event of almost 
every anniversary celebration, it 
ceives the lion’s share of the planning, 
if not of the appropriation. A glance at 
some of the programs actually carried 
out during the past few years will indi- 
cate both the variety of procedure and 
the importance of attention to detail. 


re- 


Among the 50-year celebrants, Ameri- 
can Trust Co., Charlotte. N. C., invited 
customers and friends for guided tours 
showing what goes on behind the scenes, 
with various departments in complete 
operation and refreshments served in 
the cafeteria. Currency from all the 
United Nations was placed on exhibit, 
together with a $10,000 bill obtained 
from the Federal Reserve Bank, a de- 
nomination no longer made, .but still in 
circulation. The prizes for the guessing 
contest as to how long the enormous 
birthday candle would burn included 
documents shown in the Freedom Train 
exhibit, considered appropriate “as it 
is only in such a country as this, with 
its system of free enterprise, that such 
institutions as The American Trust Co., 
can begin and grow in strength as they, 
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in turn, serve the people of their com- 
munity and nation.” More than $9,000.- 
000 of the company’s $10,500,000 capi- 
tal funds came from earnings retained 
in the business. The bank has never 
missed a dividend, and in its fifty years 
has paid to stockholders approximately 
$5,300,000. It ranks 119th in size 
among some 14,000 banks in the United 
States. 


Favors were distributed, music pro- 
vided and refreshments served at the 
9:00 a.m. to 2:00 p.m. Open House of 
Farmers National Bank, Somerset, Ky. 
The newspaper devoted a whole section 
to the bank and historical back- 
ground. Opening for business in a re- 
modeled poultry house, the bank paid 
its first dividend in 1903 and since then 
has paid over $300,000 to its stock- 
holders. 


In the enthusiastic style of the west, 
men and women of American National 
Bank, Beaumont, Texas, the 
handlebar mustaches, sleeve protectors, 


its 


wore 
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One of series of ads commemorating Spring- 
field (Ill.) Marine Bank’s Centenary. 
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e shades and long dresses of the 1900 
‘le. Eight 30-inch ads prepared for 
e gala Open House and a half page 
»t pictures afierwards was headed “377 
‘ears of Banking Experience to Serve 
You.” Both metered mail and gold seal 
stickers heralded the event. Gold pen- 
cils stamped “50th Anniversary” 
distributed to about 6.500 guests. Book 
matches advertising the bank were given 
out, a 36-minute radio program of in- 


were 


terviews by a roving announcer was 
broadcast from the bank lobby. and 
organ music played melodies from the 
1900 era. 

Corsages were presented to 15.000 
women at the celebration of 
Provident Savings Bank & Trust Co., 
Cincinnati. Gifts distributed 
employees. A congratulatory resolution 
came from the City Council and a letter 
from Governor Frank J. Lausche com. 
mending the bank for its constructive 


human relations work over fifty vears. 


visitors 


were to 


At Union Trust Co. of St. Petersburg’s 
25th. the three members of the staff who 
the bank the 
were opened in 1930 had the 
of cutting the jumbo _birth- 


were in when present 
quariers 
privilege 
day cake. 

Celebrating its 40th birthday, First 
National Bank, Lake Forest, Ill., drew 
up its invitation list with great care. 
Starting with the commercial customers, 
additional names were obtained from 
other departments (avoiding repetions), 
then stockholders, correspondent banks, 
and supplier friends. To reach non- 
customer guests the local telephone 
book was checked, and the final list of 


about 5.000 names was verified in turn 
by each officer to avoid error or omis- 


sion. Invitations were mailed 10 days | 


before the event. On Open House day 
the doors closed at 2:00 p.m. and re- 
opened for guests at 3:00 p.m. During 
that hour unfinished work was tucked 
into drawers, serving tables and _ regi- 
stration desks were set up, the box of 
souvenirs was placed by the registratien 
desk, the caterer set up for refresh- 
ments. and all departments were clearly 


TRUSTS AND ESTATES 








Can 


An¢ 


Firs 


Indi: 
Pitts 
Roch 


Bord 
Huds 
Je} 


Glens 
Irvin 
Oneic 

On 
Unio: 
Wyor 

Co. 


Natio 
First 
Mil! 


Fruit 
Tru 


First 
Farme 


Auct 





OO) 
for 
age 
377 
rve 
seal 
en- 
vere 
ook 
ven 

in- 
was 
and 

the 


ition 
etter 
“om: 
clive 
ears. 
urg’s 
who 
psent 
| the 
yirth- 


First 
drew 
care. 
mers, 
from 
ons}, 
anks, 
non- 
»yhone 
ist of 
| turn 
omis- 
days 
e day 
id re- 
uring 
ucked 

regi- 
OX of 
ratien 
fresh- 
‘learly 


STATES 





marked. The bank staff assembled near 
the door to greet and assist the guests. 
Guided tours were available for those 
who requested them, and the bank’s 
experience led to the conclusion that 
non-banker 
would have taken it eagerly” if the tour 
had been prominently offered. It will 
be an important feature at the 50th 
anniversary. On the same day the bank 
was host to local school children for a 
free show at the movie theatre. Admis- 
sion cards, mailed to the children, were 
retained by them as souvenirs. Total 
cost to the bank was $2,600 divided as 
advertising and_ publicity— 
$1.000; printing and mailing—$500; 
$600: catering — $325; 


“practically every 


follows: 


souvenirs — 


150th 
CONNECTICUT 


Middletown National Bank 


125th 
MAINE 


Canal National Bank, Portland 


MASSACHUSETTS 


Andover National Bank 


100th 
CONNECTICUT 


Central National Bank & Trust Co., 
Middletown 
Mystic River Nationa! Bank, Mystic 


ILLINOIS 


Springfield Marine Bank 


MASSACHUSETTS 


First Nat‘onal Bank, Westfield 


NEW HAMPSHIRE 


Indian Head National Bank, Nashua 
Pittsfield National Bank 
Rochester Trust Co. 


New JERSEY 


Bordentown Banking Co. 
Hudson County National 
Jersey City 


Bank, 


NEW YorK 


Glens Falls Natl. Bank & Trust Co. 

Irving Trust Co., New York City 

Oneida Valley National Bank, 
Oneida 

Union National Bank, Troy 

Wyoming County Bank & Trust 
Co., Warsaw 


VERMONT 


National Bank of Derby Line 


75th 
DELAW ARE 


First National 
Milford 

Fruit Growers National 
Trust Co., Smyrna 


Bank & Trust Co., 


Bank & 


GEORGIA 


First National Bank, Columbus 


INDIANA 


Farmers Bank, Frankfort 
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movies—$175. 
Orchids from 
Guatemala for 
the ladies, cigars 
for the men and 
pennies for the 
school-agers were 
given out by City 
National Bank, 
Kankakee, IIl., on 
the occasion of 
its 60th anniver- 
sary. The bank 
held a prize con- 
test for the three 
most interesting 
photographs of 
early community 


guest 


Original 


history. Three full page newspaper ads 
led up to the Open House and two full 
pages were used afterwards to thank 
z= the contractors, merchants and trades- 


men who cooperated on remodeling the 
bank building, and to express apprecia- 
tion to the hundreds of: anniversary 


f visitors. 


| A state-wide program was inaugura- 
f ted by United States National Bank of 


“2 


Portland, Oregon, for its 60th. Speci- 
ally constructed steel buses carried to 


: ig more than 100 communities historical 
a od 7 . . . 
PPS displays containing documents and arti- 


cles loaned to the bank by museums, 


~ 


capital of 
First National Bank 
of Colorado Springs. 





KANSAS 


First National Bank, Hutchinson 
Kansas First National Bank, 
Wichita 
MISSISSIPPI 
Rank of Tupelo 


Bank of Yazoo City 


New YorK 


First National 
Camden 
PENNSYLVANIA 


Bank & Trust Co., 


Farmers 
Indiana 


Land Title Bank & Trust Co., Phila. 
Union National Bank & Trust Co., 


Souderton 


Citizens National Bank, Towanda 


WISCONSIN 


National Bank, LaCrosse 


50th 
ALABAMA 
Merchants National Bank, Mobile 
Union Bank & Trust Co., 
Montgomery 
CONNECTICUT 
South Norwalk Trust Co. 
DELAWARE 
Georgetown Trust Co. 
Milford Trust Co. 
ILLINOIS 


Illinois State Trust Co., 
Louis 
Litchfield Bank & Trust Co. 


East St. 


INDIANA 
Peoples Loan & Trust Co., 
Winchester 
; Iowa 
LeMars Savings Bank 
KANSAS 
First National Bank, Dodge City 
KENTUCKY 


Kentucky Pank & Trust Co., 
Madisonville 
Farmers National Bank, Somerset 

MASSACHUSETTS 


Union National Bank, Lowell 


MICHIGAN 


Grand Haven State Bank 
Ludington State Bank 


Bank & Trust Co., 


MIssouRI 


Webster Groves Trust Co. 


NEW JERSEY 


Union County Trust Co., Elizabeth 

Montclair Trust Co. 

Federal Trust Co.. Newark 

New Brunswick Trust Co. 

Newton Trust Co. 

Citizens Trust Co., Paterson 

Ocean County National Bank, 
Point Pleasant Beach 


New YorK 


Plattsburg Natl. Bank & Trust Co. 

Poughkeepsie Trust Co. 

Genesee Valley Trust Co., Rochester 

Adirondack Trust Co., Saratoga 
Springs 

Suffern National Bank & Trust Co. 


NortTH CAROLINA 


American Trust Co., Charlotte 
Guaranty Bank & Trust Co., 
Greenville 


OHIO 


Elyria Savings & Trust Co. 


PENNSYLVANIA 


Altoona Trust Co. 

Citizens Trust Co., Canonsburg 

Chambersburg Trust Co. 

Charleroi Savings & Trust Co. 

Chester Cambridge Bk. & Trust Co. 

Coraoplis Trust Co. 

Lebanon County Trust Co., Lebanon 

Farmers National Bank, Lititz 

Citizens National Bank, Meyersdale 

Peoples National Bank & Trust Co., 
Monessen 

First National Bank, Monongahela 

Second National Bank, Nazareth 

Lawrence Saving & Trust Co., New 
Castle 

Allegheny Trust Co., Pittsburgh 

Provident Trust Co., Pittsburgh 

Ridgway National Bank 

First National Bank, Sayre 

Scottdale Savings & Trust Co. 

North Scranton Bank & Trust Co. 

Citizens National Bank & Trust 
Co., Waynesboro 


SouTH CAROLINA 


Merchants & Planters National 
Pank, Gaffney 
TEXAS 


American National Bank, Beaumont 


VIRGINIA 


Farmers & Merchants 
Bank, Winchester 


National 


libraries, and citizens in various parts 
of the nation. Besides the general story 
of Oregon’s development, the growth 





WEST VIRGINIA 


Kanawha Banking & Trust Co., 
Charleston 


CANADA 


British Canadian Trust Co., 
Lethbridge, Alberta 
Canada Trust Co., London, Ont. 


25th 


CALIFORNIA 


Union National Bank, Ventura 


CONNECTICUT 
Black Rock Bank & Trust Co., 
Bridgeport 
FLORIDA 


First National Bank, Clearwater 
Coral Gables First National Bank 
Little River Bank & Trust Co., 
Miami 
Union Trust Co., St. Petersburg 
ILLINOIS 


Exchange National Bank. Chicago 
National Stock Yards National Bank 
Wheaton National Bank 

KANSAS 
Wheeler Kelly Hagny Trust Co., 

Wichita 

KENTUCKY 

Peoples National Bank, Paducah 


LOUISIANA 


Bank of Commerce & Trust Co., 
Crowley 


MICHIGAN 


Central Trust Co., Lansing 


MINNESOTA 
Empire National Bank, St. Paul 


NEW YorK 


Massena Banking & Trust Co. 


NORTH CAROLINA 


Waccamaw Bank & Trust Co., 
Whiteville 


PENNSYLVANIA 


Bloomsburg-Columbia Trust Co., 
Bloomsburg 

Producers Bank & Trust Co., 
Bradford 

Union National Bank, Carnegie 

Hatfield National Bank & Trust Co. 

First National Bank, Kingston 
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Financial district fire in 1835, reproduced in National City Bank of New York 
commemorative booklet. 


of its commerce and banking was illu- 
strated. A letter from Abraham Lincoln 
declining the governorship of the Ore- 
gon Territory was shown, and some rare 
Oregon beaver coins. 


Over 3,000 persons attended and 
flowers from business firms decorated 
three floors of the building when 
Springfield (Ill.) Marine Bank cele- 
brated its 100th birthday. Organ music 
was provided, and visitors received 
piggy banks, matches and note pads as 
souvenirs. Opened with only one staff 
member, the bank now has 125 em- 
ployees and total resources of $49,179.- 
774. An extended series of newspaper 
ads commemorated a century of life in 


Springfield. 
Community Project 


Seeking a form of celebration which 
would have continuing publicity value 
and also be of real service, some banks 
have hit upon the plan of discovering 
and meeting, or helping to meet. a real 
community need. Initiating a_recrea- 
tional program was the service rendered 
by Merchants National Bank, Kittan- 
ning, Pa. 


A permanent scholarship in banking 
and finance at the University of Hous- 
ton marked the diamond jubilee of 
Houston National Bank. When in full 
operation, it will provide each year for 
the education of four students. Scholar- 
ships for students graduating from high 
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schools of the metropolitan Mobile area 
were similarly set up by Merchants Na- 
tional Bank at its 50th anniversary. and 
at the same time $4,000 was devoted io 
the purchase of books for libraries in 


the Negro schools of Mobile. 


Allow Time Enough 


The above examples suffice to show 
that the kind of celebration which will 
attract and hold public good will, and 
leave the bank staff enthusiastic rather 
than exhausted, will not be dreamed up 
in the last ten minutes of a directors’ 
meeting. To select the best ideas, obtain 
the best advice, materials and 
times) professional help take time. Re- 
search is inevitable and the bank staff 
need time to adjust to the idea, to re- 
ceive and absorb instruction, perhaps 
to offer good suggestions. 


(some- 


First National Bank of Lake Forest 
made its plans and appropriated the ex- 
pense money three months in advance. 
A program like that of United States 
National Bank of Portland would take 
longer. A business firm in Buffalo 
found that a year was not too much, 
even though it engaged professionals to 
handle advertising, invitations, register- 
ing, property protection, and the giving 
out of souvenirs. 


The class of personnel employed by 
banks and the confidential character of 
their business suggest the desirability 
of handling most of these matters with- 


in the institution with consequent allo- 
cation of responsibilities and adjust- 
ment of work schedules. 


Forms of Publicity 


Whatever the type of celebration, 
newspaper advertising can attract at- 
tention and create a lot of good will. 
While general appreciation of commun- 
ity support finds its way into most an- 
niversary publicity, some banks speci- 
fically mention their customers and 
their business and professional associ- 
ates. Linking the bank’s growth with 
the history of community development 
a favorite device, with titles like 
“Memories of Early Oshkosh” (First 
National Bank), “Landmarks that Live” 
(Houston National Bank) “How 
This Community Has 10 
Years!” . (Manufacturers & ‘Traders 
Trust Co., Niagara Falls). The appear- 
ance of its original ad in the same 
Lin- 


1S 


or 


Grown In 


paper with Lee’s surrender and 
coln’s assassination was presented in 
facsimile by Merchants National Bank 
& Trust Co.. Meadville, Pa., and a rare 
old map of Mobile, pictured by First 
National Bank with announcement of 
a limited number of copies, brought 
1,000 requests. The map was originally 
drawn close to the time of the bank’s 


founding. 


Pictures of early or original build- 
ings, outnumbered by exterior and in- 
terior views of modern facilities, occupy 
much of the special newspaper supple- 
ments reviewed for this study. An 8- 
page insert by First National Bank, 
Hutchinson. Kan., and a 12-page job 
from Merchants National Bank, New 
Bedford, Mass., illustrate this type of 
publicity, Merchants’ insert containing 
a two-page spread of pictures of all 
departments. Selected events or achieve- 
ments are described in the text and the 
reader is given a behind-the-scenes word 
picture of items such as “The Truth 


About Bankers’ Hours.” “How Your 
Bank’s Balance Sheet Balances,” “Know 
Your Money” and “Know Your 
Checks.” 


Historical booklets tracing the de- 
velopment of the bank and the com- 
munity are dramatic in some instances 
and almost drab in others. One of the 
best jobs examined is National City 
Bank of New York’s booklet for 
135th anniversary. Started in 1812 two 
days before war was declared, the in 
fant bank was able to provide more 
than a million dollars for the govern- 
ment’s war loans despite trade paralysis 
and depreciated currency. 
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A corresponding booklet published 
by the bank’s affiliate, City Bank Farm- 
ers Trust Co., tells of a trusteeship for 
4,000,000 acres of western New York 
land and another for a $250,000,000 in- 
ternational logn. The various “firsts” 
achieved by the institution are described, 
and some data given about its building. 
The pamphlet is a reprint of an article 
originally published in the company 
magazine. To the general reader human 
interest stories of personal trusts exe- 
cuted long ago would constitute an 
added attraction as well as conveying 
the meticulous care and personal solici- 
tude accompanying trust work in any 
generation. 


Exciting Histories 


Only a few banks can present his- 
tories that are exciting, but every bank 
can remind the community of real ser- 
vices rendered. If the story runs back 
fifty or a hundred years, the general 
conditions and the vicissitudes the bank 
has survived often make entertaining 
reading and leave the public with the 
impression that the very ability to en- 
dure has given the institution strength, 
wisdom and dependability. 


instance of this is the 100 
year history of National Mahaiwe Bank 
in the little town of Great Barrington, 
Mass. It includes an account of a local 
credit rating system established in 1847, 
of the It had 
four classifications: “1. with 
more than $4.000. 2. Persons perfectly 
good but with less than $4,000. 3. Per- 
sons whose credit is not known or may 
debt otherwise doubt. 
4. Persons whose credit is hazardous.” 
Most exciting is the chapter on bank 
robberies. one of which, well planned 
and brutally executed, 
time-lock installed 
before. It is described in the words of 
the bank officer who was taken from 
the robbers ‘but saved the 
bank’s resources and his own life by 
calm behavior and demonstration of 
the time-lock’s reality. 


\ good 


one earliest on record. 


Persons 


from or be in 


was foiled by a 


only a short time 


his bed by 


Illustrated with photos, drawings, 
and facsimiles. the 75th anniversary 
booklet of First National Bank of Colo- 
rado Springs presents a story of cov- 
ered wagons and pack trains, railroads 
and irrigation canals, log cabins and 
gold dust. Forceful men of adventurous 
spirit and sound business judgment 
stride through the pages founding cities 
and gaining the confidence of eastern 
and European investors. Here is bank- 
ing developed from the buckskin bag 
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of gold pieces containing the original 
$50,000 capital to the chartering of a 
trust department in 1910. (See p. 509.) 


A two-page picture of its board of 
directors occupies the center of First 
National Bank, Columbus, Ohio”s 75th 
anniversary booklet, the caption stating 
that “the entire board serves as a 
Trust Department Committee.” Photos 
illustrate department activities and in- 
troduce the personnel. Besides pictures 
of the central and branch _ buildings, 
there is a fine aerial view of Columbus. 

Announcements, interviews or pro- 
grams on local radio or television sta- 
tions afford additional publicity, and 
may be recorded or kinescoped for later 
broadcasting if the right hour is not 
available. Photographs, movies, and re- 
cordings taken at the celebration serve 
not only for immediate advertising, 
but also for a permanent record to put 
in the archives. Accompanied with a 
record of the bank’s’ estimate of the 
success or failure of various features 
and a list of the suggestions which were 
too late or too many to be tried out, 
this would be of great assistance for the 
next major anniversary. 


Annual Reports 


Annual reports have been used both 
before and after the anniversary date 
as a means of keeping the celebration 
before the minds of the stockholders. A 
brief historical sketch was included in 
the report of Citizens Commercial & 
Savings Bank, Flint, Mich., prior to its 
80th anniversary. A longer sketch with 
growth charts appeared in Boston Safe 
Deposit & Trust Co.’s 75th report. 


A paragraph carries this emphasis in 
Security-First National Bank of Los 
Angeles’ 75th report, but references and 


comments about previous years are 
scattered through the various report 
sections. Michigan National Bank’s 


10th anniversary report carries charts 
of annual growth over the decade, with 
a full page for each city where branches 
are located, each containing an aerial 
photo with location of bank marked 
and a half page description of the 


community, 


Detroit Trust Co.’s 50th report re- 
prints pages from the issue of 
Quarterly covering the anniversary. 
Charts, photos and text show the bank’s 
tie-in with Lake traffic and the growth 
of the city. Stamford (Conn.) Trust 
Co.’s 60th report, replete with photos 
of present day buildings and activities, 
includes the first directors, and the first 
ten (each) of savings customers, com- 


its 





mercial customers, and stockholders. A 
two-page calendar gives years of im- 
portant community events. 


Whether a bank prefers to celebrate 
by the tested methods already demon- 
strated, or to take the risk of originality 
in the hope of winning its rewards, 
knowledge of what others have done 
will be required. Much will be found 
in the columns of professional journals 
for which Wilson’s Industrial Arts In- 
dex provides a central reference list 
(See under Visitors for open house, 
Anniversaries, and Banks & Banking 
subheads Art Exhibits, Exhibits, Public 
Relations). Bankers’ associations are 
another source of assistance, as_ wit- 
ness the Ohio Bankers Association 
statement, “It is gratifying to note the 
extent to which Ohio banks are attract- 
ing favorable attention through the ob- 
servation of anniversaries, celebration 
of bank openings and the like. These 
events produce excellent effects. The 
headquarters office of the Association 
gladly will help any bank which con- 
templates such a project.” 


Summary 


Clearly anniversary celebrations are 
on the make. They give families of em- 
ployees a chance to see where Joe or 
Josie or Dad works. They gather di- 
rectors, stockholders and customers as 
well as the staff itself into a family 
spirit. They add a friendly human touch 
to the business relations with corre- ' 
spondent banks, local firms, and pro- 
fessional contacts. They set the bank 
before the community at the right mo- 
ment—the moment when everyone is 
disposed to see the bank at its best. 


a» & # 
Land Title Records 75th 


Anniversary 


The thorough organization of real 
property records is exhibited in the files 
of Land Title Bank & Trust Co., Philadel- 
phia, now celebrating 75 years of title 
work, where research during these years 
has carried the records back to the days 
of William Penn, founder of Pennsyl- 
vania. Every deed, every sheriff’s deed or 
other conveyance in the County of Phil- 
adelphia from its settlement in 1681 to 
date, and every lien affecting every foot 
of ground in the county is duly recorded 
at Land Title. 


The trust department has taken advan- 
tage of the fertile field existing in Phil- 
adelphia and now handles estates and 
agency accounts for thousands of people 
with a total value of over $150 million, 
not including the huge amount of cor- 
porate trusts. 
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NE of the most vexing problems 

in estate planning has been the 
matter of coordination among the tech- 
nicians. This has been caused, to a great 
extent, by an apparent clash of the ‘sales 
idea’ with the ‘professional concept’. 
Inasmuch as the professional life under- 
writer and the trustman use sales tech- 
niques in their activities, it is easy to 
understand how an attorney could feel 
that a proposal by either of these spe- 
cialists represented a conclusion arrived 
at in advance of premises. 


A close look at a good definition of 
estate planning will reveal that the sales 
idea and the professional concept do not 
necessarily clash. Dr. Edwin H. White* 
has defined estate planning as a “pro- 
cess of creating and maintaining an or- 
derly deployment and arrangement of 
the property of an estate owner, to pro- 
mote the present and future welfare of 
himself and his family.” This process 
is not a self-starting mechanism. It must 
be activated, in most cases, by an out- 
side force. This force is usually motiva- 
tion by either the underwriter or the 
trustman. The attorney has precluded 
himself by his own wise regulation from 
advertising and sales techniques and 
thus must rely on the sales activities 
of his colleagues in the insurance and 
banking fields. Without this motivation, 
most estate owners never would get 
around to planning their affairs in ad- 
vance of disaster. 

With this thought in mind, we have 


developed a procedural program for 
collaboration with counsel. 


Tested Attorneys 


The ‘creation of property’ is a funda- 
mental role of the life underwriter. The 
vast majority of cases present one or 





*Defined by Dr. White, Director Advanced Un- 
derwriting Division, The Insurance Research and 
Review Service, Indianapolis, editor of ‘“‘Business 
Insurance” by Prentice-Hall, at a meeting before 
the 1949 series of Forum Discussions of Trusts, 
Life Insurance, and Taxes at the Mercantile Na- 
tional Bank, Texas. 
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more critical situations for which life in- 
surance is the only solution or the one 
most advantageous to the estate owner 
or the beneficiaries. The ‘arrangement 
of property’ is a basic function of the 
attorney. Nearly all cases require the 
preparation and execution of a new in- 
strument — will, trust or contract. In 
this deployment of property, the func- 
tions of the attorney and underwriter 
overlap not only with each other, but 
quite often with that of the trustman, 
e.g., when capital is transferred from 
bonds to a discounted premium plan 
combined with a deed of trust. When a 
business interest is involved, deployment 
often requires the skill of the account- 
ant as well for the evaluation problems. 


It is readily apparent that each tech- 
nician has a specific role to perform. 
Since the attorney determines what is 
permissible and expresses the ideas con- 
ceived in close-knit collaboration with 
the other advisors, in the legal frame- 
work of the plan, he is the captain of the 
team. Consequently, it seemed to us 
that the logical thing to do in working 
out such a procedural program would 
be to find out just how the ‘captain’ of 
the team would like to operate. 


A survey was made among a repre- 
sentative group of attorneys in Phila- 
delphia interested in estate planning to 
determine their opinion on the subject. 
The attitude of a former officer of the 
Philadelphia Bar Association was en- 
lightening: “The client’s welfare comes 
first; nothing is permissible which is 
adverse to this interest.” The study 
showed that the majority of attorneys 
preferred a simple but realistic plan 
for collaboration. 


Program Adopted 


In January 1950 we officially adopted 
the following procedural program for 
collaboration with counsel in estate plan- 
ning. The procedure was approved by 
the Committee on Unauthorized Prac- 


tice of Law of the Philadelphia Bar As- 








sociation in its annual report in June 
1950: 


(1) to get authorization from the 
client to consult with the attorney 
before the ‘analysis’ is made, 
then, 

to get the opinion of counsel on 
the legal fabric as well as con- 
currence on the personal and 
financial aspects, finally 

(3 


to get approval of counsel on 
the ‘completed plan’ and agree- 
ment as to when and where the 
plan is to be presented. 


Since the primary function of the life 
underwriter, as well as the accountant 
and trustman, is to help the client to 
satisfy his economic needs and desires in 
accordance with present or contemplated 
legal instruments, it seemed to us that 
checking with counsel prior to the ‘anal- 
ysis’ would be an extremely practical 
first step. This step does not preclude an 
initial probing of the client’s estate with 
a follow-up critique. Estate planning is 
basically a four-step operation: 

First, is the Fact Finding interview 
during which the information required 
to do a complete plan is gathered; Sec- 
ond, is the Survey which is primarily a 
mathematical interpretation of the estate 
owner's present plan; Third, is the 
Analysis which is a thorough diagnosis 
of the client’s present arrangements — 
legal, economic and personal, and; 
Fourth, the Completed Plan which out- 
lines the corrective procedures recom- 
mended to accomplish the client’s estate 
objectives. 

Timing is Crucial 

In most cases the first two steps are 
accomplished by the life underwriter 
or the trustman. In the fact finding in- 
terview the client’s interest is obtained 
but his desire to do something is not 
usually aroused to action until he is 
confronted with a survey which may 
show him how vulnerable he is with 
an unplanned or misplanned estate. or 
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how his existing plan should be modi- 
fied to reflect changes in legislation, 
family situation or financial condition. 


Timing is crucial during the motiva- 
tion phase. Premature reference to coun- 
sel will often backfire. Unfortunately, 
many clients think of an attorney only 
after trouble starts, and too early refer- 
ence to counsel frequently alarms them 
unduly. The motivation phase is largely 
instructional. The client often has to be 
educated to the indispensable role of 
the attorney. When the client under- 
stands this role and the necessily for co- 
ordination of effort on the part of all 
his advisors, contact with counsel can 
be made. 


Of course, there are the exceptional 
cases where the estate planning team can 
begin to function as a unit at the first 
interview. As a rule, it is not until ihe 
client sees the Survey that he starts io 
react. This naked picture of his affairs 
comes to the client as a profound shock. 
After he sees the shrinkage involved in 
the transfer process and is aware of how 
little his property produces as an estate 
rather disturbed. At this 
point the life underwriter and trustman 
will obtain the client’s permission to 
confer with counsel. 


asset. he is 


Participation in Analysis 

The degree of participation in the 
‘analysis phase by counsel will vary ac- 
cording to the nature of his practice, his 
time and his inclination. Younger at- 
torneys and those who prefer to special- 
ize in other phases of law frequently 
view the trust company as a clearing 
house of proven plans engineered by 
counsel who have distinguished them- 
selves in all phases of estate planning. 
Others may not only have the time and 
inclination, but likewise the facilities to 
permit participation down to the simple 
arithmetic. 


When the degree of participation is 
worked out for the various advisors, 
they can, as a team, make an analysis 
which will focus the component parts 
into proper perspective. After exhaustive 
testing of various schemes, the arrange- 
ment best suited to accomplish the cli- 
ent’s objectives can be selected. In this 
manner, agreement with respect to the 
problems which warrant correction, 
along with the elements to which they 
are attributable, can be secured and the 
appropriate remedy prescribed. 


Once the blueprint is drafted, steps 
can be taken to execute it. This begins 
with the decision as to how, when and 
where the report of the findings and 
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acer 


Letter from an officer 
of a large eastern trust company 
that first used Purse service 
in 1928 


* 


*‘Outstanding to me are the 
new trust promotion programs as 
they come up, each in turn better 
than the previous. They show most 
careful thought, direction, planning 
and acceleration — and withal are 
understandable and very much in the 
layman’s language. 


**Frankly, I can’t conceive of 
any trust promotion program with- 
out your direction and aid. You have 
been most cooperative, from Bob 
Purse all down the line.” 


Without obligation, write for 
information about Purse service and 
how you can use it to develop business 
for your trust department. 


* 


THE PURSE COMPANY 


CHATTANOOGA, TENNESSEE 





recommendations is to be presented to 
the client. It reaches a climax during 
the conference with the client. In this 
meeting one of the advisors ordinarily 
takes charge of interpreting the techni- 
cal details of the plan to the client. Ad- 
visors skilled in the presentation phase 
can accomplish this without any one of 
them apparently taking the lead. An ex- 
perienced team will show how the indi- 
vidual units of the plan are correlated 
with each other within the design and, 
by getting agreement on the individual 
elements, automatically obtain approval 
for the plan as a whole. 


A typical example is illustrated by 
the disposition of a business interest. 
The process might start by an explana- 
tion from the accountant as to the re- 
strictive effect of a purchase agreement, 
coupled with a discussion of the instru- 
ment itself by the attorney. It would 
continue to its logical conclusion by the 
trustman elaborating on the function of 
the trustee, followed by the life under- 
writer's description of the manner in 
which the agreement is to be funded. 


Although the execution of the adopted 
plan is a most important step, it is actu 
ally an anti-climax in the planning pro- 
cess, For this reason it is necessary for 
the estate planning team to follow 
through promptly on the deployment re- 
quired to accomplish the plan. With the 
emotional strain over, the client will re- 
lax his guard and procrastinate unless 
the procurement of insurance or annui- 
ties, the modification of property title, 
the preparation of instruments, in short, 
all the steps needed to implement the 
plan, are carried out without delay. 


As the procedural program unfolds, it 
reveals itself to be a simple, common 
sense working arrangement to facilitate 
collaboration between professional ad- 
visors. It has universal application and 
appeal. 


Making Special Services Available 


There was a time when estate planning 
concerned only the wealthy, but today 
practically everyone has an estate prob- 
lem. An increasing awareness of the 
universal need for estate planning de- 
mands a stream-lined planning tech- 
nique. Not only are the days of the 
creation of big estates over, but the days 
when they could be accumulated in a 
hit-or-miss fashion and distribution left 
to a home-made will are gone forever. 
In this complex age a specific blueprint 
for creating, conserving and distributing 
an estate is indispensable. The younger 
generation, by and large, is aware of 
this acute problem and is sold on the 
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idea of pre-planning. Coordination of 
effort by the planning technicians is 
vital if this legion of clients is to get 
a matched, well-fitting, garment instead 
of a loose patchwork of cloth. 


It must be recognized that all life 
underwriters are not equipped to do 
estate planning and many never will be. 
This is a matter of serious «-ncern to 
all parties interested in a pr.per ap- 
proach to estate planning 
very financial instrument whi 
underwriter provides is a de, 
ating an estate — the first 


ase the 
‘the life 


for cre- 










‘. in the 


process of estate planning..y@ace the 
acquisition of this particuldi™orm of 
property has such long-tern@:onomic 
and social implications, it uld not 
be merchandised like a conser com- 
modity, purveyed under p¥sure or 


purchased on impulse. 

Recognizing this situation, one insur- 
ance agency in Philadelphia has devised 
a successful compromise by placing a 
salaried planning specialist at the dis- 
posal of these underwriters. This special- 


PLANNING FOR A BI 


A owns all of the stock of a Corpo- 
ration engaged in manufacturing. He 
and his wife own residence real estate 
jointly but he has no other substantial 
investments outside of the stock in 
the Corporation. He has a son, who 
is starting in the business with a view 
to taking over full management ulti- 
mately, and two daughters who have 
no intention of participating in ihe 
business. A have all three 
children benefit equally from his estate 
after provision for approximately half 
of his estate to be handled by a bank 
as trustee for the exclusive benefit of 
his wife, if she survives him, and with 
appropriate provisions by which the 
maximum marital deduction will be 
obtained. The corporation will need all 
of its resources for use in the business 


desires to 


for an indefinite number of years. 


How can the children benefit equally 
in his estate and still arrange for the 
stock of the Corporation to become 
owned entirely by the son? 


(a) One possibility suggested was 
a recapitalization of the corporation 
with common and nonvoting preferred 
shares, or two classes of common 
shares, voting and nonvoting. The vot- 
ing stock would descend to the son 


who would then have an opportunity 


*One of the case problems discussed at the 
March meeting of the Estate Planning Council of 
Indianapolis, under leadership of Troy G. Thurs- 
ton, C.P.A. 


ist cooperates with counsel and the other 
advisors as prescribed in the above out- 
lined procedural program. This system 
permits a number of cases, which either 
would go unplanned or misplanned, to 
be funneled to a specialist who is ex- 
perienced in inaugurating and maintain- 
ing liaison with the client’s other ad- 
visors. Other agencies are devising simi- 
lar methods for channeling expert advice 
to their clients. 


Since its inception a little over a year 
ago this procedural pattern has been re- 
sponsible for the development of numer- 
ous integrated estate plans, ranging from 
the simple ‘creation plans’ to the more 
complex ‘conservation plans’. Signifi- 
cantly, it has likewise been instrumental 
in halting the ravages of piecemeal plan- 
ning. In terms of dollars and cents. sav- 
ings in taxes have run from $4,000 to 
$400,000 per case. But more important 
than the money saved is the peace of 
mind that came to the man who put his 
house in order, and the satisfaction that 
came to those who helped him do it. 


ISINESS INTEREST“ 


in the future to retire the nonvoting 
shares. There would be some risk of 
over the in- 


come tax status of the receipt of the 


income tax controversy 
nonvoting preference shares as a pos- 
sible dividend. The Treasury will not 
agree in advance that redeemable pre- 
ference shares having a maturity date 
may be received free of income tax 
effect. However, many readjustments of 
capital of this nature have been made 


without any question being raised. 


(b) After the recapital- 
ization, gifts could be made to the 
being 
given to the son and nonvoting shares 
to the daughters. 


suggested 


children with common. shares 


(c) The maximum marital deduction 
for federal estate tax purposes should 
be given adequate attention by the at- 
torney who drafts the will. 


(d) This plan could be supplement- 
ed by some amount of life insurance 
to be taken out by the son on A’s life 
with due consideration to be given to 
the matter of the son’s salary. 


(e) A could direct by will that after 
his death recapitalization of the corpo- 
ration should be effected, giving voting 
common stock to his son and nonvoting 
preferred stock to his 
daughters, and providing for the sale 
of some nonvoting stock to pay death 
taxes and expense. 


common or 
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a He (o meet today’s needs 
. | 
ii 
e There may be occasions when 
you will be asked to recommend a secu- 
| rities custodian or investment advisor 


in New York. In a booklet entitled 
“TRUST, CUSTODY AND INVESTMENT 
SERVICES” we describe facilities and 


viewpoints geared to the needs of today. 


We will be pleased to send you a copy 


on request. 


IRVING TRUST COMPANY 


ONE WALL STREET + NEW YORK 15, N.Y. 
Capital Funds over $118,000,000 + Total Resources over $1,200,000,000 
Wituram N. Enstrom, Chairman of the Board Ricuarp H. West, President 


Personal Trust Division 


GeorceE A. Murpny, Vice President in Charge 


death j 


TATES 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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AVOIDING BUSINESS LIQUIDATION 


ALTERNATIVES TO DESTRUCTION OF VALUE 


ANY businesses, whose owners 

have died, are unnecessarily and 
destructively liquidated. One reason is 
the cash-consuming inheritance tax. An- 
other is the unwillingness of some trus- 
tees to take the risk of carrying on. 
Quite understandably, the trustee fears 
that continuance of the business may en- 
danger its asset value. However, if exec- 
utors and trustees were assured that fi- 
nancial assistance and sales management 
were both available without compensa- 
tion except on a contingent basis, pay- 
able only after satisfactory performance, 
they would have more faith in continu- 
ing the business. 

There are available nation-wide net- 
works of manufacturers agents which 
can be used to help build up the sales 
of a company. These networks in vari- 
ous industrial fields represent an unique 
sales help available to executors on a 
straight commission basis. In merchan- 
dise distribution, executors can make 
selling arrangements on a national or 
state-by-state basis whereby the selling 
commission is paid solely on the in- 
creased sales over the current volume. 
The guiding principle is that the estate 
shall take no risk. The affiliate manage- 
ment company of financial counsel takes 
the risk of time, effort and money in- 
volved in the sales campaign. 

While this assistance does not include 
money for advertising, financial coun- 
sel often has a public relations affiliate 
whose business is publicity and news- 
creation. Such publicity work, apart 
from advertising. is frequently neglected 
by medium sized and smaller commer- 
cial enterprises. The proper presentation 
of news continuously to newspapers, 
trade publications, radio, television, etc., 
often gives a strong boost to sales and 
merchandising effort. This service, sup- 
plied without risk to the estate, plus the 
use of national networks of manufac- 
turers agents, frequently builds up the 
sales to such a degree that management 
counsel are adequately compensated by 
a mere percentage of the increased sales. 
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ALEXANDER EISEMANN, Jr. 


Eisemann Industrial Corporation, New York City 


Forms of Financial Help 


Often, with the directing head of a 
business gone, the banks are found un- 
willing to renew their loans. If the busi- 
ness is young, but promising, venture 
capital may be supplied. On occasion, 
financial counsel participate for their 
own acount by becoming part of a pri- 
vate syndicate formed for the investment 
of such venture capital. Small “growth” 
enterprises are extremely attractive to 
private “venture capital” because such 
companies, after being built up, can 
often be sold at a tax-saving, long-term 
capital gain. 

Sometimes the stock of an estate- 
owned company can be sold as a going 
concern or exchanged for the stock of a 
company listed on the stock exchange. 
This achieves liquidity. Such sales often 
yield a price many times that which re- 
sults from ordinary destructive liquida- 
tion. But the average executor is seldom 
equipped to find such a buyer. 


Perhaps the business merits a public 
stock issue, or perhaps it needs long- 
term 10 to 20 year unsecured “note 
loans” available through life insurance 
companies. Each of these forms of finan- 
cing carries its individual problems and 
techniques. 


Placing Issues for Public Financing 


Faulty handling of financing can do 
grave and irreparable injury to the Wall 
Street reputation of a business. Usually. 
the first question asked is, “Have you 
offered this financing elsewhere?” In- 
vestment bankers do not want an issue 
that has been “shopped around.” There 
is what may be termed “protocol;” left- 
overs are unwelcome. The “underwriting 
market” must be adroitly combed with- 
out mentioning the name of the com- 
pany. 

The time to seek an underwriting, 
quite independent of other considera- 
tions, is during periods in which the 
stock market is active. During dull pe- 
riods, new common stock issues are not 


wanted irrespective of the success of the 
enterprise. Miss the market and one may 
be obliged to wait for years until con- 
ditions become ripe again. 

Contrary to popular impression, in- 
vestment bankers do not desire control. 
Since they do not want the problem of 
supplying management, new issues of 
securities nearly always consist of a 
minority interest. Once a public market 
is available on the stock exchange the 
subsequent sale of the remaining inter- 
est is comparatively simple. 


Selecting Right Underwriter 


One must 
bankers are 


investment 
with the 
particular industry and, therefore, have 


learn which 


most conversant 
less resistance to making an underwrit- 
ing commitment in that field. Again, 
many firms in Wall Street are so geared 


that they cannot handle issues involving | 


less than say, two million dollars. Others 
are geared to handle issues of from 
$300,000 to $750,000. A few can handle 
smaller issues. 

The third (and most important) fac- 
tor is to determine which house is not 
now “loaded up” with issues awaiting 
clearance through the Securities and 
Exchange Commission. During this de- 
lay the public market may be gone an 
the the 
shelf” until the market improves. The 


prospective issue stays “on 
fact that one has “already been ap- 
proached” by an underwriting firm often 
means little more than an exploratory 
interest. 

Skilled financial 


will select a firm which has recently 


counsel, however, 
been in many syndicates managed by 
other firms, but which has not for some 
time “originated” an issue of its own. 
To be the originator and managing un- 
derwriter is much desired and, if the 
other elements of the issue fit that firm’s 
facilities, its need for a new issue paves 
the way for rapid and satisfactory ne- 
gotiation without too much _ haggling 
over price. This timing is most im 
portant. 
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Even if the business needs no financ- 
ing. the minority stock of one owner 
can be underwritten and sold for cash, 
leaving the control with the remaining 
private interests. Incidentally, it may 
be sound advice to the customer of a 
bank to suggest that something of this 
character be done while he is still alive. 

So-called “finders” usually act in be- 
half of (and are paid by) the under- 
writers. Financial counsel, on the other 
hand. owe their allegiance to the sellers 
(by whom they are paid) in much the 
same general manner as a lawyer be- 
comes an advocate to further the in- 
terests of his client. In fact, it is inher- 
ent in the relationship of financial coun- 
sel that they must work in close collabo- 
ration with the attorneys for the owners 


of the business. 


“Note 


There is often available to executors 


Unsecured Loans” 


so-called insurance note loans. made on 
corporate promissory notes, available to 
corporations in certain fields having an 
unbroken ten year earning record. This 
financing is usually in millions of dol- 
lars, but it is not generally known that 
small corporations can obtain 10 to 15 
year note loans in amounts as small as 
$100,000. 
for mortgage bonds. They are’ made on 


These loans are not issued 
the good faith, credit, stability and fi- 
nancial history of the borrower. 

\ private survey of the smaller life 
insurance of the United 
States, to their individual 


preferences on the subject of so-called 


companies 
determine 


) small loans (under $500.000). discloses 


if un: 


if the 
firm’s 
paves 
ry ne 
ogling 


‘t im: 


STATES 


that while many will make such small 
loans. their requirements vary widely. 
For instance, some life insurance com- 
panies will accept packing house loans: 
others decline them. Some like the elec- 
tronic industry: others do not. Some 
will lend to paper mills and others are 
“filled up” with loans to that industry. 
Many insurance companies avoid lend- 
ing in certain states either because of 
industrial conditions there or because 
they already have substantial note loans 
in that area and desire geographical 
as well as ind. cry diversification. 
Since the requirements of life insur- 
ance companies vary so widely in re- 
spect of interest rates. sinking fund re- 
quirements, dividend limitations. pre- 
miums charged for prepayment  privi- 
leges and covenants covering mainten- 
it is vital 
that an insurance company be selected 


ance of working capital. etc.. 
which is likely to grant terms consonant 


with the financial requirements of the 
horrower. 
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This survey discloses that most life 
insurance companies making loans of 
less than $500,000 desire to make them 
for ten years. However, some prefer 15 
years and a very few will make loans 
for as little as five years. The short term 
business is normally a bank function. 


The supply of funds is there if the 
right company is approached with the 
right application properly presented. 
The application is a highly technical job 
and a voluminous document. Financial 
counsel and investment specialists will 
be found in most cities who can handle 
such negotiations and prepare the neces- 
sary presentation. 


Sale as Going Concern 


Fiduciaries have another avenue 
through which to achieve non-wasteful 
liquidity. This is the exchange of stock 
or assets for the stock of a company 
already listed on a stock exchange. Prop- 
erly handled, this can often be accom- 
plished even with comparatively small 
concerns. The executors may receive a 
price for the sale as a going business 
many times that which would be real- 
ized in ordinary destructive liquidation. 
Here again it is desirable to do a fact- 
finding job to determine where that 
business is most needed and thus obtain 
the best price. In making such private 








service 


not measured 


by time alone 


Rendering constant service to the many 





needs of conservative and institutional investors re- 
quires more than routine effort. 
We keep a continuing check not only upon the 


markets, but on the many outside factors which influ- 


ence market trends. Thus we are alert and ready to bring 


into play our broad facilities in our clients’ interests. 


In times like the present, we are certain you will 


find this personalized service extremely helpful. Our 


clients have. It is available to you at any ume. 
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sales, there are several necessary steps: 


First, a survey is made to determine 
which of the many hundreds of com- 
panies listed on the stock exchanges 
should most logically be a prospect to 
acquire a business of this type. The 
approach here is primarily in terms of 
merchandising considerations. A_pros- 
pect is sought whose sales organization 
can handle the product as a supplement 
to its present lines through the present 
selling organization to the regular cus- 
tomers. 


Second, it is necessary to sort the 
logical buyers in a priority list. At the 


e MANPOWER SHORTAGE 


top of the list ise corporation which, 
it would appear, fst needs the business 
as an addition to Ys present set up. This 
information is segiom sought from the 
top. It is usually found through dealers 
or salesmen. This research is done, of 
course, without mentioning the name of 
the company. Here again careless use 
of the name can be detrimental. 


If the XYZ Company seems to be the 
most logical prospect, that company is 
never approached directly. Its president 
is naturally sensitive to possible criticism 
by stockholders and the original invest- 
ment banker in case the purchase should 
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time and money for many banks. 


A special service is available to small and inter- 
mediate size banks through our “Group Plan.” This 
includes an appropriate advisory feature, a “Guidance 
List” of corporate securities with supporting statis- 
tical data and other reports and references designed 
to eliminate detail work in the individual trust depart- 


This is an opportune time to investigate how we 
may help solve your manpower problem. 


Srup.ey, Suupert « Co. 
INVESTMENT COUNSEL 


It is not evidence of prudence to use your own 
personnel on detail work which can be done outside 
satisfactorily and inexpensively. 


Judgment must not be delegated to others, but 
complete and accurate information on which sound 
decisions may be based, can be secured from indepen- 
dent sources and is now available to trust investment 
officers. We have had an important part in the de- 
velopment of this factual material through the cooper- 
ation of corporate trustees. It is saving manpower. 
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prove less valuable than he expected. 
However, if he is approached through 
the investment banking firm which pro. 
vided the public stockholders, it may 
come with better grace for the president 
to present the matter to his board as 
the proposal of the company’s invest- 
ment bankers. The contingent fee paid 
by the seller would be divided on some 
equitable basis between the investment 
bankers and financial counsel. 


It would appear that executors and 
trustees, before asking judicial sanction, 
may deem it wise (if not a duty) to ex- 
plore the avenues by which destructive 
liquidation may be avoided. Even if 


such liquidation is not contemplated, - 


they may avail themselves, without risk, 
of the opportunity to solve some of the 
merchandising or financial problems of 
the enterprise under their charge. 
A A A 
To Operate or Not to 
Operate a Business 


In its monthly Bulletin to Senior Ofh- 
cers and friends of the Company, the 
Canada Trust Company, London, On- 
tario, cited a case which well illustrated 
defects too frequently found in estates 
with interests. The $70,000 
estate included a hardware store valued 
at $45,000, and the Will gave the widow 
for her lifetime both the income and 
the right to use capital if necessary, the 
residue to pass to the children on her 
death. authorized the 
Executors to continue the business as 


business 


One provision 


long as they deemed best, but in ap: | 
parent opposition was an expressed wish | 


that the business be sold as soon as pos- 
sible without sacrifice. 

How were the Executors to comply 
with the terms of the will, give sympa- 
thetic consideration to the widow's 
wishes to continue a profitable business, 
and exercise sound business judgment? 
Without stating what the decision would 
be. the Bank listed as factors for con- 
sideration: 

1. The effect on earnings of loss by 
death of owner’s leadership. 

2. Probable effect from loss of fran- 
chises or business connections which ex- 
pired with the owner’s death. 

3. Whether adequate management is 
available. 

4. What merit there might be in main- 
taining the business for one or more 
of the children who may eventually wish 
to take it over. 

5. Legal determination of the Bank's 
position under the apparent contradic 
tion in the Will. 
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Hints on Will Drafting 


PROVISIONS AND MANNER OF EXECUTION 


DERMOD IVES 


Partner, Davies, Hardy. Schenck & Soons, New York 


T is amazing the number of attorneys 

who are satisfied to receive will in- 
structions over the telephone or through 
third parties rather than by personal in- 
terview with the client. Such a lawyer 
looks upon himself simply as a secretary 
to translate into legal language what he 
believes to be the instructions of the 
testator. That is a far cry from the real 
job that confronts a draftsman of a will. 
He must see his position objectively as 
one that for all practical purposes will 
guarantee that the will will be admitted 
to probate and effectuate the testator’s 
wishes. 

Again it is amazing the number of 
wills that are drawn without any effort 
being made by the attorney to list the 
family tree or the reason for excluding 
certain distributees from benefits under 
the will. This information would assure 
him that the testator has in mind the 
natural objects of his bounty and might 
be useful in heading off a will contest. 
Often we include the following clause in 
a will: “I have in mind my brother, 
John Nolan, but have made no provision 
for him in this, my will, not for any lack 
of affection but because he has no need 
of any portion of my estate.” 

It is now more than ever necessary 
that the attorney know the details of the 
property constituting the testator’s estate. 
At the same time the attorney must as- 
certain the approximate value of all 
other items which, although not subject 
to administration in the estate as such, 
may be includible in the Federal and 
state estate tax returns. This is necessary 
for several First, that a 
proper inheritance tax clause may be 
included in the will. and second, the 
testator may be advised of the approxi- 
mate amount of cash that will be needed 
for inheritance taxes. If there are sub- 
stantial loans outstanding. this also 
should be ascertained at this time be- 
cause of the effect upon the cash position 
of the estate. 


reasons: so 





Excerpts from address at Connecticut Trust Con- 
ference, May 1, 1951. 


Aucust 1951 


Tactful Suggestions 


While no attorney has the right to 
inject his ideas into the preparation of 
the dispositive terms of a will, neverthe- 
less, by tactful suggestion he can avoid 
injustices and hard feelings. Undoubt- 
edly, you have seen wills wherein Mr. 
Moneybags includes a bequest of two 
hundred dollars for each of his old, 
faithful retainers who have been in his 
employ for more than twenty vears and 
spells out that this munificence is in 
appreciation of their faithful 
services. Such a provision is. of course, 
ludicrous and points up the injustice be- 
tween the “haves” and “have nots.” 

Again we are familiar with Mrs. Be- 
jeweled who insists on leaving her 
nephew five dollars and then takes half 
a page to tell the world exactly what 
slighting conduct on the part of the 
nephew forced her to arrive at this de- 
cision. By the time her will is probated 
and becomes a public document, her 
feelings may have changed entirely but 
the story is there for the newspapers and 
the nephew spurns the five dollars so 
that the poor executor can never close 
the estate. 


deep 


Another problem is the testator who 
desires to leave large charitable bequests 
to institutions but is quite sure that he 
knows better how to run the institutions 
than the officers in charge. He attempts 
to surround the bequests with minute 
instructions as to how the money is to 
be spent. what type of clinic is to be 
supported and what methods of treat- 
ment are to be favored. Generally by 
the time this will is probated there is 
no further need for the type of clinic 
mentioned and the treatment indicated 
is obsolete. Here again. tactful sugges- 
tions by the attorney—or banker—can 
obviate the difficulties. 


Personal Effects 


Some testators are determined to have 
such articles as jewelry and personal 
effects, household furnishings, works of 


art. books. automobiles and the like, 
pass from their children to their grand- 
children. I point out that after the tes- 
tator has finished with them they simply 
represent secondhand articles. of little if 
any intrinsic value and probably will 
not outlast their children. My recom- 
mendation is that they be given outright, 
with a clause that, if the legatees cannot 
agree on the distribution, the executor 
be authorized to distribute them as near- 
ly in accord with the legatees’ wishes as 
possible and that his decision be final 
and binding on the legatees. 


If there are works of art. stamp col- 
lections. ceramics, articles which are 
museum pieces, the attorney should de- 
termine from the museum selected by 
the testator, without, of course. revealing 
the client’s name, whether or not such 
a collection would be acceptable. In this 
day of high construction costs. museums 
which have had their income substanti- 
ally reduced are reluctant to provide 
special facilities for the display in solido 
of any collection unless it is of outstand- 
ing importance. Provision for a gift-over 
should always be made in the event the 
bequest is renounced by the museum. 
The law in New York is that the specific 
legatee must pay the cost of transporta- 
tion of the article so bequeathed.’ If 
such cost will be substantial and the 
legatee does not have the where-with-all, 
a thoughtful testator will provide a spe- 
cial fund in the will for that purpose. 


Care should be taken with overen- 
thusiastic testators so that the aggregate 
of the general legacies will not unreason- 
ably reduce the residuary estate. which 
is generally bequeathed to the testator’s 
family or close relatives. The names of 
contingent legatees should be added. 


In enumerating general legatees it is 
important to determine their correct 
names and further whether they are 
corporations, associations or organiza- 
tions and if unincorporated. their right 


1Matter of Columbia Trust Co., 
877 (1st Dept. 1919). 


186 App. Div. 
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to take under the law of the state of 
residence. 


In the event there are articles of per- 
sonal property which are the subject of 
a life estate, we provide that no bond 
need be given by the life tenant. 


Realty 


Because of the complications that may 
arise due to the joint ownership of real 
property and the confusion which occurs 
where improperly drawn powers of sale 
are included in a will, I always see if the 
specific devise of a testator’s real prop- 
erty will not satisfy his wishes. This is 
a clean-cut method and removes some of 
the complications from estate admini- 
stration. Many men provide a policy of 
insurance so that the proceeds may be 
used by the wife to pay off any mort- 
gage on the home which she receives. 

In case the testator creates a life estate 
in his wife in the real property and 
wishes to permit the earlier termination 
of this life estate at her election, in the 
event that the children grow up, marry 
and move away or the neighborhood de- 
teriorates so that the property should 
no longer be held, we use care that the 
upon which the life estate 
will terminate are clearly set forth so 
that upon a sale of the property the 
title company will not refuse to insure 
title on the theory that it cannot deter- 
mine from the will whether or not the 
life estate has been properly terminated. 
I provide that such termination shall be 
by the life tenant’s written election, filed 
with the then acting executor or trustee. 
It may even be advisable if she is avail- 
able to have her join in the sale. 


conditions 


Provision should be made so that the 
will specifies whether she or the estate 
shall pay real estate taxes and assess- 
ments, mortgage interest and amortiza- 


tion, insurance premiums and the like. 


Powers of Appointment 


We deem it best not to exercise powers 
of appointment by a broadly worded 
residuary clause but to refer in a separ- 
ate paragraph of the will to each power 
of appointment, identifying it with the 
instrument under which it was granted 
and paraphrasing the provision by which 
the testator was granted the power. We 
then appoint the property specifically, 
either outright or in further trust. 

If outright there is no problem. If the 
property is to be appointed in further 
trust, care must be taken that the life 
use@l in measuring the new trust is the 
lifegof a person who was in being at the 
tig of the death of the grantor of the 
p&g@r of appointment, in the event the 





power was created under his will, or at 
the date of the inter vivos agreement, if 
such power was created under such an 
agreement. 


Marital Deduction 


After several years of drafting and 
redrafting marital deduction provisions, 
in our office we are of the view that the 
provisions, whether outright or in trust, 
should recite that they are conditional 
upon the wife surviving the testator, and 
then continue approximately as follows: 


“LT give, devise and bequeath such sum, 


which when added to the value of all other 


property devised and bequeathed to my 
wife, by Articles 

and in this, my Will, shall 
equal one-half (44) of my entire estate, 


meaning by net estate the property owned 
by me and passing under this, my Will, 


(before estate taxes, Federal and state) 


Pe 

It is then continued either as an out- 
right gift to the wife or to trustees in 
trust for her benefit. In the latter case, 
care must be taken that all of the income 
is paid or applied to her use, at least 
annually, and that she has a general 
power to appoint the principal of the 


fund during her life or by will, but in | 


default of appointment that remainder- 
men are named to take the fund. 
Because of the effect on the surviving 
spouse's power to appoint the corpus 
of the trust, we try not to use the so- 
“Death by Disaster” 
clause. In both Connecticut and New 
York as well as most other states, stat- 


called Common 


utory provisions will take care of the 


“Common Disaster” situation. 


Insurance proceeds which qualify for 
the marital deduction also will effect in- 
come tax savings if they are payable (a) 
in instalments for a fixed period of time 
to the wife, or (b) in instalments for the 
wife’s life. This is irrespective of whether 
subsequent to the wife’s death there is 
a further annuity, as long as the wife 
has the absolute right to direct the dis- 
position of all payments. Even though 
the instalments paid aggregate more than 
the amount that would have been paid 
in a lump sum on the death of the in- 
sured, such excess payments, represent: 
ing interest, nevertheless will not be sub- 
ject to income tax. 


Life insurance so commonly forms a} 


substantial portion of an estate that an 
attorney to do justice to his client must 
be familiar with not only the number 
and amount of the policies, but the bene: 
ficiaries who have been named, whether 
or not the insured has irrevocably elected 
that the proceeds be paid under certain 


of the settlement options and all thef 
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up inter vivos trusts and provided life 


insurance payable to named beneficiar- 
ies, unless there is specific provision 
that estate taxes only on property owned 
by the testator and passing under the 
terms and provisions of his will are to 
be paid out of his residuary estate, one 
may find such residuary estate burdened 
with the estate taxes payable upon the 
value of such inter vivos trusts and the 
proceeds of life insurance. In such case 
the intention of the testator is defeated 
and the natural objects of his bounty 
provided for in the residuary estate re- 
ceive practically nothing. 

Therefore, watch out for wills using 
the old clause: “I direct that all estate 
and transfer taxes assessed upon my es- 
tate, or any transfer under this, my will, 
shall be paid out of my residuary estate.” 
I prefer the more specific language: 


“[ direct that all estate and inheritance 
taxes (state and Federal) imposed upon 
the value of any property owned by me 
at the time of my death and passing under 
the terms and provisions of this, my will, 
or any codicil thereto. shall be paid out 
of my residuary estate.” 


Loose Ends 


When changes or additions are not 
dispositive or the testator is elderly and 
feeble a simple codicil may be used. 


1851- 


However, in all other cases | much pre- 
fer to rewrite the entire will because 
under the requirements of the probate 
procedure of some states, (although I 
understand Connecticut is not among 
them,) requiring notice to all heirs and 
next-of-kin, as distinguished from pro- 
bate in common form, a codicil which 
reduces the interests of a beneficiary in 
the will requires that such beneficiary, 
even though not an heir or next-of-kin, 
be cited. Any codicil which gives a bene- 
ficial interest to anyone reduces the in- 
terests of the residuary legatees and al- 
most always they include some infants 
as contingent remaindermen of residu- 
ary trusts. This requires that a special 
guardian be appointed on the probate 
where it might not otherwise have been 
necessary. 


It is our procedure in the case of 
testators past middle age to retain the 
prior will so that in the event the last 
will is knocked out, the prior one is 
available for probate. 


Where the attorney has an inkling that 
the testator’s provisions for any of his 
distributees will not be enthusiastically 
received. it might be wise to include an 
in terrorem clause with a gift-over to 
be effective. 


1951 
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Springfield Marine ank 


SPRINGFIELD « ILLINOIS 
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There should be included in the will 
specific and detailed authorization to a 
bank or trust company to continue to 
retain as an investment of the estate a 
block of its own stock, or for a fiduci- 
ary to receive compensation from a com- 
pany in which the testator has the con- 
trolling interest, despite the fact that he 
is entitled to statutory commissions. 


Just as all of the preliminaries should 
constitute a routine that is never varied, 
so should the events after the will has 
been prepared. In this way. the drafts- 
man and the witnesses. despite the fact 
that they may have no actual recollec- 
tion of witnessing a particular will. may 
testify that a regular routine is always 
followed in their office and for that rea- 
son they would not have signed as a 
witness unless that routine had been fol- 
lowed here. Even though the testator 
may live near the attorney. we prefer to 
send him a copy of the proposed will 
with a letter stating that it has been 
drawn in accordance with his instruc- 
tions. asking him to read it over care- 
fully and to let us know if there are any 
suggestions or changes to be made. 
of the 
proposed will can be sent the officer of 


If the client wishes. a copy 
the bank named as fiduciary for his com- 
ments. This is being done more and 
more each day. 

No person beneficially named in the 
will is permitted in the room when the 
will is being executed. After the will 
has been executed a complete diary en- 
try is made by the attorney of the events 
taking place at the time of execution. If 
an officer or employe of the bank acted 
as a witness it would be advisable for 
him to prepare an independent diary 
entry for the bank’s files. The diary 
entry records where the testator desires 
to have the original will placed, and 
copies are conformed (not by the tes- 
tator but by one of the witnesses or the 
attorney s secretary to avoid the claim 
that duplicate wills are executed) and 
a conformed copy is given to the testa- 
tor. Usually the original will is sent to 
the named bank for safekeeping and it 
issues its receipt. In my office the diary 
entry is pasted in a special will diary. 
at the appropriate date. and the will 
diaries are preserved in our safe. 


AAA 
Ex-Peddler Leaves $865,000 


Salvatore Sansone, seventy-five. Ital- 
ian immigrant who developed a_push- 
cart into one of London. Ontario's lar- 
gest fruit companies, left an estate val 
ued at more than $865.000 when he 
died June 10. 
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Referred Trust Business 


PLANNED PROGRAM OF LEADS PROVES PROFITABLE 


ALBERT JOURNEAY 


Vice President, The Purse Company, Chattanooga, Tennessee 


66 EFERRED Business” is business 

that finds its way to the Trust 
Department through the suggestion or 
recommendation of individual. 
That individual may be a member of 
the bank’s family, a customer. or one 
of the centers of influence. Sixty to 
95‘; of all trust business stems from 
these sources. 


some 


Referred Business offers the greatest 
opportunity for the low-cost mass pro- 
duction of trust customers. The stimu- 
lation of referred 
mean a lesser emphasis on advertising. 
It should mean a wider use of adver- 
tising because only by the intelligent 


business does not 


use of both advertising and selling. can 
economies in distribution be effected. 
institution 
ognizes the value of Referred Business 
but have comparatively 
little to cultivate referrals through long 
range. carefully laid-out plans. To suc- 


Nearly every trust rec- 


most done 


ceed, the effort must have the enthusi- 
astic support and active cooperation of 
the president and head of the Trust De- 
partment. 


Recognition is the heart of any 
effort to stimulate referrals. With a 


member of the bank family, this may 
take several forms, such as an acknowl- 
edgment from the president, a regular 
posting of results of individual or de- 
effort, 


the directors and records supplied to 


vartmental regular reports to 
the salary committee. Recognition is 
equally important with the other centers 


of influence. 


Referred Business 


Sources of 
Bank Family 


(a) Bank Staff. The immediate bank 
staff should be a major source of leads. 
Before we can persuade the bank staff 
to cooperate in stimulating Referrals, 
we must first inform them on at least 
the elements of trust service.* 

(b) Trust Department Officials are, 
of course, the group best equipped to 


_— 





From address before 1951 Trust Conference, 
Kansas Bankers Association. 


*Cf. McClanahan, ‘‘Reference Business,” 
1951 Trusts AND ESTATES, page 157. 


March 


Aucust 1951 


recognize a trust prospect when they 
see one. Perhaps their greatest value is 
in increasing the size of business al- 
ready on the books and in digging up 
new prospects through present custom- 
ers. 


Alert administrative men can also ex- 
tract many referrals from present cus- 
The Northern Trust Co. of 
Chicago has systematized this by hav- 
ing administrative officers fill out a 
special report on possible added _busi- 
ness whenever an account comes up for 


tomers. 


review. The New Business Department 
gets many valuable leads as a result. 
Many trustmen are too hesitant in 
asking present customers for leads. The 
insurance man knows there is a right 
time to secure such assistance. One ex- 
ample is starting at the top of a com- 
pany and moving step-by-step through 
the organization. In one instance John 
Kinneman, of the Peoples First Nation- 
al Bank of Pittsburgh. secured 100 
pieces of business from the employees 
of one company. His “referrers” were 
the top officials. His helpful allies were 
the company’s attorneys who saw the de- 
sirability of preparing many wills. 


(c) Bank Officers are in a prime 





spot to refer prospects to the Trust De- 
partment. 


(d) Directors are usually assigned 
to the president or the head of the 
Trust Department. Directors serving on 
the trust committee and those who have 
named the bank in their own wills are 
usually the most helpful. This is a 
strong argument for rotating these men 
on the trust committees. Directors and 
senior officers can be particularly help- 
ful in referring corporate business. 
They are most likely to have advance 
information of new financing and cor- 
porate changes. Also, the directors can 
be helpful in starting the ball of will- 
making rolling through their 
companies. Reno Ransom, vice presi- 
of the Seattle-First National Bank, cites 
the case of one of his directors who has 
referred about 50 accounts to the Trust 
Department. 


own 


(e) Stockholders of many banks are 
a much neglected source of new ac- 
counts. A well designed plan of contact 
by mail and in person should result 
in a sizable number of good leads as 
well as direct business from the stock- 
holder himself. Maybe we should try 
delivering dividend checks in person. 








BANK MAKES GOOD ON NOTES 


If you find any bank notes issued by the Georgia Railroad and Banking Co., regardless of 
the date of issue, you can collect face value for them at the Georgia Railroad Bank and 
Trust Co. in Augusta. The very few still in circulation are mostly fractional currency issued 
in the 1860’s when specie was scarce. However, larger denominations do occasionally appear 
—shown above is a $50 note recently redeemed. This bank prides itself upon having honored 
all notes as presented and is probably the only one in Georgia, and perhaps in the South, 
still meeting its pre-Civil War obligations. The original charter was granted to the Georgia 
Railroad Co: in 1933. Some years later, the charter was amended to permit banking. 
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Customers of the Bank 


Practically all of the banks queried 
that satisfied trust customers 
were a major source of referrals. Ro- 
bert N. Arthur, vice president, Mercan- 
tile-‘Commerce Bank & Trust Co. of St. 
Louis, cites a record of 15 accounts 
totalling $1,500,000 deriving from one 
pleased customer. 

Most banks report that 60% to 90% 
of their trust customers are present 
customers of other departments. This 
mine of new business is far from work- 
ed out. Proof of this is found in a 
study made by one institution of wills 
probated in recent years of substantial 


stated 


FO 
TRUST 
SERVIC 


DETROW 


and 
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OF DETROIT 


32 BANKING OFFICES 
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estates of the bank’s preferred custom- 
ers. 31°¢ named the bank, 33% named 
an individual, and 16°) named a com- 
peting institution. 


Attorneys 


Much of the most desirable business 
Trust Departments receive is referred 
by attorneys. John Remington. 
president, Lincoln Rochester Trust Co.., 
reports receiving 13 unsolicited wills 
from one firm of attorneys in the first 
8 months of 1950, and 5 estate-plan- 
ning appointments in one week from 
another attorney. Trust Company of 
Georgia indicated that in one year it 
had worked with over 300 different at- 
torneys on estate matters, many of 
them attorney referrals. One trust insti- 
tution. in building good attorney rela- 


vice 


tionships, 


e directs two mailings each month to 
attorneys. 

e sends special mailings on law 
changes, tax folders. ete. 

e makes personal calls on principal at- 
torneys. 

e mentions the attorney and his im- 
portant contribution in all its ad- 
vertising. 
advertises in local legal newspaper. 
invites leading attorneys to dinner 
meetings to hear speakers on trust 
subjects. 

e lives up to the spirit of the written 
code of understanding between local 
trust companies and Bar Association. 


e recognizes the attorneys place in 
estate-planning conferences. 

e always retains the customer's attor- 
ney in estate proceedings. 

e participates in Bar Association activi- 
ties. 

e holds luncheons at the bank for new 
members of the Bar. 


Life Underwriters 


An impressive number of trust insti- 
tutions tell me that the life underwriter 
is their best source of referred busi- 
ness. This represents a swinging back 
of the pendulum. Typical of the com- 
ments is that of Robert L. Knight, trust 
officer. Ohio Citizens Trust Co., Toledo, 
who says: “The most striking success 
we have achieved in securing reference 
has work 


individual life underwriters. Sub- 


business resulted from our 
with 
stantial amounts of business have been 
referred to us with people who have 
had no previous relationships with us.” 

There are still some trust institutions 
who do not place too high a value on 
cooperation with underwriters. Doubt- 
less. they have never forgotten the wash- 
ing out of insurance trusts brought 
about during the depression years. The 
answer to this feeling lies in the ex- 
cellent. picture of results shown by 
Basil Collins, vice president of Old Col- 
Trust Co.. his talk to 
the Trust Section of the Texas Bankers 

reported in TRUSTS AND 
Mr. Collins points to the 


ony Boston. in 
Association 
ESTATES.= 


Nov. 1950, page 780. 


IN SOUTHERN CALIFORNIA... 
you get the benefit 


of 08 years of experience 


when using the 


Trust Department 


and 


Commercial Banking 


Services 


of 


Southern California’s 


oldest bank. 


THE FARMERS 4x0 MERCHANTS 
NATIONAL BANK or LOS ANGELES 


NO BRANCHES 
4TH AT MAIN (54) 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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different set of conditions now govern- 
ing this type of business, and to why 
we may expect a much more favorable 
revocation ratio. 

The methods of cooperation with life 
underwriters are quite similar to those 
with attorneys. Naturally the coopera- 
tive effort will break down unless the 
advantages are mutual. Basically a life 
underwriter is interested in 
tion if it helps him increase his sales 


coopera- 


of life insurance. By the same token, 
most trust officers are eager to cooper- 
ate with those life underwriters whose 
cooperative effort results in new wills, 
pension plans, and insurance trusts. 


C.P.A.’s 

Many trustmen have expressed the 
opinion that the C.P.A.’s should be an 
influence for trust 


excellent center of 


business. However, in reports to me, 
there have been cited only a few in- 
stances of business arising from this 
source. The general opinion seems to 
be that accountants are more concerned 
their 


than with his family’s future status. So, 


with customers present affairs 
while the cooperation of this group is 
desirable. it is not, as yet. a major 


source of referred business. 


Correspondent Banks 


Some institutions are gaining worth- 
while support from their correspondent 
banks throughout their state. For ex- 
ample. A. Key Foster, vice president of 
The First National Bank of Birming- 
the 
result of a study made by a Commission 


ham, reports excellent results as 


TR OS" _ 


CHARLOTTE, NORTH CAROLINA 


Your headquarters for North Carolina 


fiduciary service—personal and 


of the Alabama Bankers Association of 
which he was chairman.* 

Burns Swenson, vice _ president, 
Northwestern National Bank of Minne- 
apolis, has also developed excellent co- 
operation from correspondent banks. 
Mr. Swenson supplied the correspond- 
ents with a portfolio of sales material, 
explained the highlights and advan- 


tages of his bank’s trust service. In 
addition, the bank invites its corre- 


spondents to an annual meeting for the 
discussion trust 
matters, A great many of the officers of 
these correspondent banks have named 
the Northwestern in their own wills and 


and explanation of 


trust agreements. 


Morticians - Clergy - Travel 
Bureaus, ete. 


Trust officers. on occasion, have had 
business referred to them by the first 
two of these groups. While they should 
not be overlooked, they are not import- 
ant sources of referrals. The travel bu- 
reaus, however. should not be neglected, 
especially when it is a department in 


the bank. An alert head of a travel 
bureau can, at the proper time, sug- 


gest to his customer for whom he is 
planning an extended trip, that the 
traveler can more thoroughly enjoy his 
trip if he sets his house in order. 

Since these people have only a limit- 
ed time to get set, red tape is elimin- 
is closed 


procrastination. 


ated and the business with- 
the 
agencies, living trusts, and wills have 


been credited to this influence. 


*See July 1948 TRUSTS AND ESTATES, page 60. 
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Research on Profit Sharing 


A Profit Sharing Research Founda- 
tion has been established as a separate 
organization to carry on research in 
profit sharing, according to a recent 
statement by Joseph B. Meier, Executive 
Secretary of the Council of Profit Shar- 
ing Industries. Philip Knowlton has 
been selected by the Trustees of the 
Foundation to be Director of Research. 
He plans first to survey and evaluate 
past Profit Sharing Research and then 
to recommend specific research projects 
and the ways and means for carrying 
them out. Mr. Knowlton will be on 
leave of absence from MacMillan Co. 


Missouri’s 
Largest 


Fiduciary 


This company engages 
only in the trust busi- 
ness. It does no banking 
business. It accepts no 
deposits subject to 
check. 


It administers more 
trust property than any 
other Missouri financial 
institution. 


It is the oldest trust 
company in Missouri. 


For ancillary service 
in Missouri or South- 
western Illinois consult 


ST. LOUIS UNION 
TRUST COMPANY 


ST. LOUIS, MISSOURI 


Affiliated with the First National Bank 





525 



























































1. Before probate make _ sufficient 
copies of will to provide all inter- 
ested parties with copy. 


2. Anticipate questions of beneficiaries 


—particularly advise them how 
much they will likely inherit and 
when. 


3. Let the beneficiaries know the legal 
limitations upon paying debts and 
making distribution. 

4. Read will carefully. Make a digest 
of its provisions. Refer will and di- 
gest to an associate to be checked. 

5. Never take sides between benefici- 
aries. Treat them all equally and 
impartially. 

6. Do not let beneficiaries push you 
into action. Anticipate what is re- 


quired to be done — do it and let 
the beneficiaries know what you are 
doing. 


. The exercise of discretion is your 
responsibility. Investigate each sit- 
uation carefully, then exercise your 
best judgment, getting such benefi- 
ciary or court approval as you can. 


~ 


8. Locate assets—make detailed list— 
take them into possession — apply 
proper safeguards for protection. 


*Sample tickler used in course conducted for 
local bar association by Bart A. Brown, vice presi- 
dent, Citizens Fidelity Bank & Trust Co., Louis- 
ville, Ky. 





The Colorado National Bank of Denver is 
understandably proud of its murals depicting 
the life cycle of the plains Indian. Allen 
True of that city has painted the story in 
five groups of three panels each, pius the 
single panel represented here—The Happy 
Hunting Ground-—which appears at the end 
of the banking room. 
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9. 


10. 


ll. 


12. 


13. 


14. 


19. 


20. 


rs 


ye 


ai. 
28. 


ESTATE SETTLEMENT SUGGESTIONS * 


Use check list for miscellaneous as- 
sets. 

If the asset is tangible — see it — 
know what you are administering — 
understand its characteristics, its 
utility value and its potential. 
Obtain most reliable estimate of 
present market value. Use experts 
to value real estate, furniture, jewel- 
ry, ete. 

Consider income tax as well as death 
tax aspect of appraisement of assets. 
Obtain release from tax department 
of safety box, bank accounts, etc. 
Make calendar of events — set up 
tickler cards. 

Arrange for estate bookkeeping — 
see to it that all transactions are 
promptly recorded. 

Notify corporations of death and 
change of dividend address. 
Address letters to local banks and 
trust companies inquiring as to as- 
sets and liabilities. 


. Get life insurance forms 706 when 


insurance is collected. 

Get tax waivers and stocks in shape 
for transfer at earliest possible date. 
Resolve questions of income or cor- 
pus at time of receipt: also ques- 
tions of income and inheritance tax- 
ation. 
Inventory includes only personal 
property coming into hands of per- 
sonal representative for administra- 
tion. Does not include — (a) Real 
estate — unless will charges execu- 
tor with duties regarding it. (b) 
Life insurance — unless payable to 
estate. (c) Joint survivorship secur- 
ities or bank account. (d) Gifts inter 
vivos, property passing under power 
of appointment. 
Make a survey of 
cluding debts, taxes and costs of 
administration at earliest possible 


liabilities, in- 


moment. 


. Set up a fund to pay these liabilities. 


. Consider right of re-valuation for 


Federal estate tax purposes. 


Immediately liquidate trading or 
other collateral account. 


. Liquidate or sell a going business 


unless directed otherwise by will. 
New contracts may not be made. 


If an executor borrows money and 
pledges the estate, it is his individual 
debt until sanctioned by court. 


29. 


30. 


31. 


32. 


a 


34. 





A personal representative has no 
power to bind an estate by signing 
a renewal note, although it may have 
been in its interest and for its bene- 
fit. State National Bank vs. Thomp- 
son, 277 Ky. 527; 126 S.W.(2) 412. 
Compromise of claims without the 
approval of the Circuit Court is at 
the peril of the personal representa- 
tive. 

Over-all considerations — (a) sol- 
vency of estate. (b) Possibility of 
will contest, renunciation, disclaim- 
er. or antenuptial contract. 
Widow’s exemption of $1.500 has 
preference over all other claims such 
as the rights of heirs. funeral ex- 
penses, debts and costs of admini- 
stration. 

Debts may safely be paid six months 
after qualification. 
beneficiaries 
safely be made — (a! Six months 
after qualification, and (b) After 
all claims have been paid Provided 
1. No possibility of a 


Distributions to may 


there is — 
will contest. 2. No question of re- 
nunciation or disclaimer. 3. No re- 
valuation for tax purposes involved. 
If any of these elements exists. one 
year should elapse before distribu- 
tions are made. 


Income during administration is 
distributed — To Specific legatee— 
income from his legacy. General leg- 
atee interest from ] year from 
date of death. Legacy in trust — 
from date of death. Resi- 
due in trust — Grainger’s Ex’r. vs. 
Pennebaker. 247 Ky 324: 56 S.W. 
(2) 1007. 

Distributions to residuary legatees 
should be made in kind if practic- 


interest 


able. 
Executor is under no duty to “clean 
up an estate. 

Personal representative is charged 
with interest on surplus assets in his 
hands after 2 years from the time 
he qualifies. Before the expiration 
of 2 years. he is charged solely with 
interest realized on assets. 

Make the 


check sheet. 


use of administration 


A A A 


Virginia Trust Earnings Up 


of 


$709,566 in 


Gross earnings of trust departments 


state banks aggregated 
1950, according to the 


Virginia 


annual report of the Banking Division. 


The year before showed only $629,797. 
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SOCIAL OR SOCIALISTIC SECURITY ? 


ADMIRAL BEN MOREELL 


President, Jones & Laughlin Steel Corp. 


HERE is evidence that we 
turning to the dictatorial thesis 
that “might makes right”; that 
is no inviolable right for any person if 


are 
there 
the organized and formalized majority 


that the mere legal- 
makes it 


decrees otherwise: 


izing of an action morally 


proper. 

little evidence that we business- 
faith 
individual freedom than have farmers. 


| see 
men of America have greater 
doctors, teachers, 


industrial workers. 


ministers or any other occupational 
group. You probably have heard it said 
that if -the traditional 


“man in the -knew as 


only others 


street” much 
about this subject as “we businessmen,” 


there would be no danger to our free- 
believe that is a self-righteous 


built on a false 


dom. | 


position, premise. 


Probably the most clear-cut example 
of our lack of faith in individual free- 
dom is found in the compulsory social 
security 
by the Federal Government which has 
spread so rapidly 
Few 


pension system administered 


over our country. 
that 


personal re- 


persons apparently — believe 


individual freedom and 
sponsibility for one’s own welfare offer 
the greatest possible security in’ an 


admittedly insecure world. 


Nation of Dependents 


It appears that we Americans no 
longer believe that a free person in a 
free country can or will voluntarily pro- 
vide for the himself, his 
family and his handicapped or tempor- 
In contra- 


Declaration of In- 


welfare of 


arily unfortunate neighbor. 
diction of our own 
appear to be rapidly 


becoming a nation of dependents. That 


dependence. we 


philosophy of despair is summed up in 
the question that is 
the subject of security by dependence 


“Would 


heard whenever 


on government is discussed: 
you let them starve?” 

the 
that question. 


Consider meaning of 


To me it says, if people 


implied 


are free and responsible for their own 
welfare, they will starve. It says that 
we have rejected Christ’s teachings on 
love and charity. It that 


says we— 


epee 


In address at 39th Annual Meeting, Chamber of 
Commerce of the U. S., Washington, D. C. 


Aucust 1951 


and our other 
organizations—either cannot 
the 


through our churches 
voluntary 
or will unfortunate 


not care for 


among us. 


Productivity or Poverty 


The net effect will be to take from 


producers to give to nonproducers. 
When this effect becomes substantial, 
the incentive to produce is impaired or 
destroyed. And we must remember that 
the very safety of the nation depends 
upon our ability and our willingness to 
produce! Social Security taxes are, in 

If they are to be pro- 


effect, 


ductive they 


savings. 
should be used to increase 


our tools of production, not for cur- 
rent expenses of government. 

Where governments exercise — the 
greatest degree of control over their 


there you will find the lowest 
standards of living. 


people, 
The siren song of 
guaranteed security has 
brought mass privation to the citizens 


government - 
of those nations. Britain’s promise of 
security from the cradle to the grave 

. has brought them compulsory labor 
and a permit to purchase a given num- 
ber of ounces of meat per person per 
week. 


Road to Regimentation 


Here are the words of the Secretary 
of the Ministry of Labor’s 1949 official 
report: “374 directions were issued to 
men who were in the mining industry 
compelling them to remain in that in- 
dustry, 
to men in agriculture keeping them in 
agriculture.” 


and 132 directions were issued 


We retain a two-party system and the 
right to vote, but most of the leaders 
of both parties are pledged to the same 
general program in such matters as 
governmental housing, social security, 
subsidies to farmers, loans to poor busi- 
ness risks, rent controls price controls, 
tariffs and other restrictions against the 
freedom of honest persons to trade with 
other honest persons on terms mutuaHy 
acceptable. itself does 
not automatically guarantee freedom; 
in fact, we have proof that regimenta- 
tion lurks insidiously behind democratic 
promises of governmental security. 


A A A 


Democracy of 


MONEY SUPPLY AND PRODUCTION 
1935~-1939=100 


5 Bepeus 
350 v, Ne 
i TAT eka 


bi wewe: “eo 


250 

aL ee 

TA 
‘48 49 ‘50 ‘SI 


‘47 





‘40 41 #42 43 44 45 “46 


Money Supply and Production 


This country has experienced five big 
inflations during its history. All of them 
grew out of wars, for great wars breed 
great inflations. The underlying reason 
is that in major wars, governments hab- 
itually create a lot of what is virtually 
printing-press money. This swells the 
public’s purchasing power at a time when 
the supplies of many civilian goods are 
restricted. Governments are forced to 
such action because they find it impos- 
sible, or at least politically inexpedient, 
to meet all of their vast war expendi- 
tures through taxation. Consequently 
they resort to borrowing, part of which 
adds to the money supply; and all of 
which brings a heavily unbalanced bud- 
get and a rising national debt. 


The largest share of the money spent 
by governments in wartime goes for 
guns, ammunition, and all the other mili- 
tary necessities. Many workers receive 
wages for producing these items. Their 
wages are added to the total potential 
buying power, while the articles produced 
do not increase the supply of things 
which people can buy. Inflation is thus 
the end result of the actions of govern- 
ments, because the latter bring about an 
excess of money supply in relation to the 
amount of civilian goods available. 

Cleveland Trust Co. Business Bulletin, July 16. 


A A. A 
Cut in Price of Pork 


The 81st Congress will be memorable 
for an entirely unique job. Last month 
saw two Republicans and three Demo- 
crats of a House Appropriations Sub- 
committee bury partisan politics, call in 
a college economics professor to study 
with them the Flood-Control and Rivers 
and Harbors Bill, a traditional “pork 
barrel.” Against heavy pressure in com- 
mittee and on the floor, they rejected all 
new projects or plans, refused additions 
to projects under way. After a hard fight 
in committee and on the floor, the bill 
was enacted without the usual additions. 
The happy result — $126,210,443 saved 
from the original $640,637,843 request 
of The Bureau of The Budget. 


527 








iability of Sideniacios in 
OPERATING BUSINESS ENTERPRISES 


DEVEREAUX F. McCLATCHEY, Esq. 


Smith, Kilpatrick, Cody, Rogers & McClatchey, Atlanta, Georgia 


UPPOSE that without fault on the 

part of X Bank as executor, a ga- 
rage business fails after a year’s opera- 
tion. Back wages are owed to mechan- 
ics, but taxes and a mortgage eat up 
the estate. Can the mechanics make X 
Bank dig into its vaults to pay their 
claims? 

Let us further suppose that while X 
Bank is operating this business, a sign 
hanging over the sidewalk advertising 
the garage is blown down by a high 
wind, seriously injuring a pedestrian. 
(a) Can the pedestrian collect from the 
bank individually, on the basis that the 
operator of the business was negligent 
in not seeing that the sign was securely 
fastened in place? (b) Can the pedes- 
trian collect from the bank as trustee? 
(c) Can the heirs of the estate make 
the bank reimburse the estate for any 
money lost by reason of any such judg- 
ment? 

So far as third persons are con- 
cerned, a fiduciary is itself responsible 
for its contracts and torts regardless 
of its agency. If the fiduciary has 
acted properly, it can reimburse itself 
out of the estate for which it has 
acted. But if the estate happens to, be 
out of assets, then the fiduciary will 
have to suffer the loss. The laws of 
principal and agent do not apply in 
this field as elsewhere in the sense that 
a third party dealing with the agent of 
a known principal can hold only the 
principal, not the agent. 


A good statement of the applicable 
rule is contained in 139 A.L.R. 134, as 
follows, this dealing with the contract 
question: 

“Ordinarily, a trustee becomes person- 
ally liable on a contract entered into by 
him, notwithstanding it is an_ entirely 
proper contract and is entered into for 
the benefit of the trust estate, so that as 
between himself and the estate the trustee 


From address to State-Wide Meeting of Trust 
Officers, Georgia Bankers Association, May 28, 
1951. 
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to exoneration and in- 
* * The fact 
* & & 


becomes entitled 
demnity with respect to it. * 
that * * * the party contracted with 
debited the trustee as 
negative the incurrence of personal lia- 
bility by the trustee.” 


such does not 


The same rule is contained in the 
Restatement of Trusts, Vol. 2, Sec. 262, 
where it is said that a trustee is sub- 
ject to personal liability on contracts 
made by him in the administration of 
the trust, unless it is otherwise specific- 
ally provided in the contracts which 
the trustee makes. Since the rule is 
harsh, it has been modified in some 
states, but still prevails in Georgia (cit- 
ing Aven v. Beckom, 11 Ga. 1, Loveland 
v. Smith, 39 Ga. 1, and Printup v. 
Trammell, 25 Ga. 240). 


Tort Liability 


Beaudry, Inc. v. Freeman, 73 Ga. 
App. 736, and Fife v. Richards, 77 Ga. 
App. 698, are the latest expressions of 
Georgia courts on the subject of a 
fiduciary’s tort liability. In the Beaudry 
case a bank was operating a garage 
under a testamentary trust, and a sign 
blew off the garage and injured the 
plaintiff. A corporation had been form- 
ed under authority of the will to oper- 
ate the garage, the executor holding the 
stock, and the corporation assumed the 
obligations of the estate. The accident 
had occurred before the corporation 
had been organized. Plaintiff sued the 
corporation. The court determined: (a) 
the executor was individually liable for 
its own torts: (b) the estate was also 
liable where the activities of the execu- 
tor out of which the torts arose were 
under direction of the will and for the 
benefit of the estate and therefore the 
corporation was liable: (c) the ques- 
tion whether the estate could recover 
its loss from the executor individually 
was expressly left unanswered. 


The rule is apparently directly con- 
trary to Callaway v. Livingston, 28 Ga. 
App. 453, where it is said that the 


estate cannot be bound unless the tort 
itself was for the benefit of the estate, 
such as where an executor might steal 
money and put it in the estate account. 

In Evans v. Dickey, 50 Ga. App. 127, 
a suit was brought against the estate by 
a tenant. It was held that there was no 
authority in the will for the executor 
to rent property, hence the estate could 
not be liable for a tort of the executor 
growing out of the lease. The converse 


situation is presented in Dobbs v. 


Voble. 55 Ga. App. 201. There, the | 


actions of the executor in renting real 
estate being authorized under the will, 
the estate was held suable by a tenant 
for an alleged tort of the executor. 
Many earlier Georgia cases are col- 
lected in notes in 44 A.L.R. 640; 127 
A.L.R. 687; 14 A.L.R. 371 and 7 A.L.R. 
408. 


The Outcome 


Returning to examples mentioned at 
the beginning, X Bank. operating the 
garage under authority of a will, would 
be individually liable to creditors upon 
debts contracted during the period of 
the bank’s operation, if the business it- 
self failed. This result would follow 
even though the testator gave \ Bank 
in the will all conceivable powers and 
immunities. The ' escape 
such liability would be to have every 
contract — the 


only way to 


employment and other 
business made contain an express state: 
ment that the bank was not to be bound 
except 


Simply signing the contracts “‘as execu- 


in its representative capacity. 


tor” would not be enough. 


On the tort 
to avoid the hazard of individual lia- 
bility. If the sign mentioned in_ the 
example blew off the building and in- 
jured Mr. Jones and Mrs. Jones could 
show that the executor, having a duty 
to do so, failed to see that the sign 
was securely attached to the building, 
it would appear that he may have his 


side, there is no way 
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action against the executor in both a 
representative and in an_ individual 
capacity. 

Permission from a court to operate 
a business would not exempt the fiduci- 
ary from third party liability along the 
lines discussed. 


Suggested Protections 


In what wa,s may the fiduciary les- 
sen these hazards? 

First, no enterprise should be con- 
ducted if the circumstances are such 
that debts may be created through it 
greater than the assets of the estate. 


Second, if the trustee carries on a 
partnership interest of the deceased 
in a business, there should be an agree- 
ment with the surviving partners which 
would permit the trustee to withdraw 
at any time the trustee determines. In 
fact, any situation should be avoided 
where the interest of the estate is sub- 
ject to a majority control. 


Third, wills under which trusts are 
to be created should contain authority 
for the estate to become incorporated. 
Even if the will does not contain such 


authority, perhaps permission may be 
gotten from the distributees voluntarily 
or by a court proceeding. Incorpora- 
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chicago 


LASALLE AT WASHINGTON, 


tion will remove many of the hazards 
here discussed. 

Fourth, there should be an effort as 
far as possible to make no contracts 
unless they contain a stipulation ex- 
empting the trustee from individual lia- 
bility. A possible clause along this line 
would be as follows: 


“No liability in tort or contract is 
created by or shall arise out of this agree- 
ment as against the Sore tee 
Bank in its individual capacity. This 
agreement has been signed by said bank 
solely in a fiduciary capacity. The bank 
shall be liable for the obligation hereby 
assumed arising out of this agreement 
only to the extent of the available assets 
of the fiduciary estate for which the bank 
is acting in signing this agreement.” 

Of course, it will not be practical to 
secure such an agreement in every in- 
stance. Selling goods or services on an 
over the counter basis is not done on 
written contract. And certainly third 
party victims of torts will not be reach- 
ed in this manner. 

Fifth, full and complete liability in- 
coverage should be secured. 
The premium will be a proper charge 
against the trust estate, and it would 
seem to be the height of folly to en- 
gage in any such enterprise at all with- 
out first making sure there is adequate 
insurance protection. 


surance 


\ hen you need a fiduciary in Chicago, American 
National Bank and Trust Company stands ready to 
serve your requirements fully and efficiently. The 
experience and friendly co-operation of our Trust 


officers can help you achieve your purpose, for 


invited to call or write about any of our trust 


AMERICAN NATIONAL BANK 
AND TRUST COMPANY OF CHICAGO 


MEMBER FEDERAL 





DEPOSIT INSURANCE CORPORATION 





individuals, estates or corporations. You are cordially 


department services, or your own particular problem. 


CHICAGO 90 





The conclusions reached here apply 
not only to a business as such, like a 
manufacturing concern or a retail es- 
tablishment, but also to such matters 
as operating an apartment house, rent- 
ing a residence or an office building, 
or any phase of continuing activity on 
behalf of an estate, where third parties 
are dealt with. Also, the results apply 
whether the fiduciary activity is as 
executor, or guardian, or trustee. 


The hazards of trust operation of 
business enterprises have been empha- 
sized perhaps too much here. Each of 
the situations pointed out has been 
unusual. The general unfamiliarity of 
lawyers and trust officers with these 
principles demonstrate that they have 
rarely become the subject of litigation 
or concern. Still, it is the unusual cases 
which set the pattern for usual con- 
duct, and we all anticipate that some 
day a deflation will replace inflation, 
and many businesses will have difficulty 
surviving. Certainly whoever is in the 
trust business should remember that 
sometimes apparent security is a de- 
ceptive trap, and one should be on the 
lookout for crossing over dangerous 
tracks. where it is essential to “stop, 
look and listen.” 
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Should Capital Gain Distributions be 


Principal or Income? 


N his article “Capital Gain Distribu- 
| peer! in the May issue of TRusTs 
AND Estates, Dwight Rogers performs 
a useful service in suggesting that ap- 
propriate draftsmanship of trust instru- 
ments can readily settle any question 
concerning the handling of capital gain 
distributions received by trust funds on 
holdings of investment company shares, 
in accordance with the wishes of the 
creator of the trust. The advantage of 
investment company shares in certain 
types of trust accounts is being recog- 
nized through their constantly increas- 
ing use. Yet, while there has been dis- 
cussion of how best to treat capital gain 
distributions in trust accounts, hereto- 
fore there has been little guidance to 
a practical solution. 


To the extent that there is a question 
as to whether capital gain distributions 
to trust accounts should be treated as 
principal or as income, it arises pri- 
marily from the fact that there can be 
wide fluctuations in the amounts dis- 
tributed by the various funds from 
year to year, with such distributions de- 
termined more by tax reasons than by 
investment considerations. This results 
from the favorable tax treatment ac- 
corded investment companies, or “mu- 
tual funds,” whereby they are relieved 
of any Federal income tax liability pro- 
vided each year’s income and profits 
are paid to shareholders. 


In considering this question, it 
should be realized that the dividend 
return from common stocks, in relation 
to their then market price, is generally 
lowest at high points in the market— 
when living costs also are likely to be 
high. The market peaks of 1929, 1936 
and 1946 saw the Dow-Jones Industrial 
Stock Average on about a 3% current 
basis as compared with a 6% or better 
current rate in 1931-32, and at the 
low points of 1938 and 1942. In the 
case of capital gain distributions the 
reverse (and more obvious) situation 
generally obtains. 
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HERBERT R. ANDERSON 


President, Group Securities, Inc., New York 


Policy 


The great variety of mutual funds, 
having different investment objectives, 
twakes the question of whether or not 
egpital gain distributions should be 
t:pated as “income” or “principal” difh- 
efit of absolute solution for, certainly 
ty; some extent, the investment policy 
iy the fund is a consideration. However, 


Investment Significant 


» question can be resolved in a prac- 
al manner more simply than may 
pear. 

Capital gain distributions by a fund 
1ich by policy or through practice 
‘mains relatively fully invested at all 
nes may well be conceded to be in 
ine nature of a distribution of principal 
since the proceeds from the sale of the 
security sold at a profit would normally 
be promptly reinvested, at the same 
relative price level, in a security similar 
to that sold. Even here, however, there 
may be times when the management of 
the fund believes it advisable to em- 
phasize capital growth (for the benefit 
of future income) at the expense of 
current income and, under these cir- 
cumstances, an account would not be 
on unsound ground if some part of 
capital gain distributions made as a 
result of such a policy were considered 
as “spendable.” 

In the case of a conservative bal- 
anced fund, there is quite a different 
fundamental situation. A balanced fund 
may at times substantially reduce its 
overall position in stocks, at a profit, to 
take a more heavily defensive position 
in low-yielding senior securities, in or- 
der to protect principal and future in- 
come. In this circumstance, it may well 
pay out to shareholders modest capital 
gain distributions in lieu of the income 
they are temporarily foregoing. The 
augmenting of dividend income by capi- 
tal gains (or even capital) under such 
circumstances is a _ practice recom- 
mended and followed by many sound 
investment counsel firms. Where a trus- 
tee holds shares of investment compan- 


ies which have the objective of bal- 
ancing holdings of stocks and bonds 
according to the economic outlook - 

generally these are the most conserva- 
tive funds—capital gain distributions 
up to a reasonable amount may sound- 
ly be paid to the income beneficiary 
without detriment to the remainderman. 


Conduit Theory for Taxes 


To some extent, the consideration of 


investment company distributions for 


trust accounts may be confused by 
their special tax treatment. In order io 
avoid the unfair levying of an addition- 
al tax on their shareholders, investment 
companies are recognized for tax pur- 
poses as a mere “conduit” through 
which the earnings and profits on the 
underlying securities are passed on to 
shareholders. 

It may appear simple, arid in logical 
this 
Theory, to hold that the investment 


conformity to so-called Conduit 
company’s earnings and profits are, 
in fact, those of the shareholder and 
should be treated for all purposes as if 
they realized directly by the 
shareholder. On the other hand. from 
the standpoint of the shares as an in- 
vestment, it appears equally logical 
to consider that some reasonable part 
of profits realized by the fund are a 
product of management and _ therefore 
in the nature of earnings. The Conduit 
Theory is a proper and logical one in- 
sofar as the taxable status of the in- 
vestment company’s distributions are 
concerned, but it would seem less clear 
that it is equally impregnable as a 
investment results. There- 


were 


measure of 
fore, while Mr. Rogers’ article is help- 
ful in suggesting that the treatment of 
investment company distributions be 
provided for in the trust instrument. 
some further guidance in making these 
provisions would seem desirable. 


Suggested Clause 


In any case where the settlor’s pri- 
mary concern is to preserve and en- 
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hance the principal, for the benefit of 
the remainderman, the simplest ar- 
rangement would be to provide that all 
capital gain distributions are to be re- 
tained in the trust. To provide for these 
situations the following wording is 
suggested by William B. Putney. 3rd, 
of the law firm of Putney, Twombly, 


Hall & Skidmore: 


Clause ———--—: Dividends and dis- 
tributions on investment company shares 
held in the trust estate shall be appor- 
tioned as follows: 


a) Dividends from net investment 
income shall be income; 

b) Distributions from realized gains 
shall be principal; and 


c) Distributions from any © other 


source shall be principal. 


In making such apportionment the trus- 
tee shall be entitled to rely upon the in- 
vestment company’s statement, made at 
the time of payment, as to the source of 
the distributions. 
It will be noted that Mr. Putney pro- 
vides that the source of the distribu- 
tions. as stated by the investment com- 
pany at the time of payment, be the 
controlling factor rather than the ulti- 
mate tax status. which may be affected 
by other factors and is available only 
after the year-end. 


Alternative Provisions 


In many instances, however, it is 
probable that the settlor is more inter- 
ested in providing an adequate return 
for the income beneficiary than in 
preserving the principal, and all in- 
creases of principal, for the remainder- 
man and in such cases this wording 
would not be suitable. In seeking guid- 
ance for such accounts. two “rules of 
thumb” might be useful in providing 
for the fair treatment of both the in- 
remainder- 


come beneficiary and_ the 


man. 


The first “rule of thumb” 
would seem to have the most practical 


which 


value would be to provide that any capi- 
tal gain distribution which brought the 
aggregate return on the shares for the 
vear in which it is paid to a figure 
above. say 5‘, . should be considered as 
principal and reinvested in additional 
shares of the fund, but that amounts 
below such a stated figure should be 
paid to the income beneficiary. In order 
to he realistic, any such stated per- 
centage should be based on the value 
of the shares in the year in which the 
distributions were made. otherwise 
shares acquired at a low cost might 
not provide a return consistent with 
that obtainable from other securities at 


the time. Furthermore. the use of the 
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current market level as a guide would 
tend to provide a more realistic return 
in terms of current living costs. Mr. 
Putney’s suggestion for appropriate 
wording with respect to such a formula 
is to substitute the following alternative 
item (b): 


(b) Distributions from realized gains 


shall be principal; provided, however, 
that any portion thereof necessary to 
bring the aggregate return on the shares 
on which paid to % of the monthly 
average of their offering prices in the 
year in which paid, shall be credited, as 
of the year-end, to income. 

“rule of thumb,” which 
would serve the practical purpose of 
retaining substantial capital gain dis- 
tributions in the trust while permit- 
ting the income beneficiary to have 
the benefit of smaller capital gain 
distributions, would recognize the now 
widespread practice of many mutual 
funds of permitting shareholders to re- 
ceive capital gain distributions alter- 
nately in the form of stock or cash 
whenever they are _ substantial in 
amount. The policy of funds with re- 
spect to this matter is readily ascer- 
tainable either through a pattern of 
prior distributions or through a state- 
ment in the prospectus. The suggestion 
therefore is made that in drafting pro- 
visions of the type suggested by Mr. 


A second 


Rogers it be stated that whenever capi- 
tal gain distributions are made avail- 
able alternately in stock or cash they 
should be received in stock and cred- 
ited to the principal account rather than 
paid over to the income beneficiary, 
but that capital gain distributions de- 
clared payable only in cash should 
be paid over to the income beneficiary. 
This suggestion has the disadvantage 
of not being as precise as the previous 
one in limiting the amounts that may 
be paid to the income beneficiary but 
may have some advantage in its easier 
application by the trustee. Mr. Putney’s 
suggestion for appropriate wording of 
an alternative provision to give effect to 
this suggestion is: 

(b) Distributions from realized gains 
which are declared payable in stock or, 
at the shareholder’s option, in cash or 
in stock, shall be principal; all other dis- 
tributions from realized gains shall be 
income, 

It would appear that either of the 
latter two suggestions for the treat- 
ment of capital gain distributions from 
investment company shares would sub- 
stantially resolve, in a practical man- 
ner. any question about whether or not 
capital gain distributions should be 
treated as income for purposes of trust 
investment and thereby permit their 
more effective use by trustees. 
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Reference should be made to the introduc- 
tory article in July 1949 issue, outlining pur- 
poses of publication and considerations in 
selecting stock and cost-of-living averages, 
periods and in interpretation of data. 
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1 


12/31/35 


Principal 


109.9 
109.8 


109.0 
107.1 


105.2 
103.6 


107.7 


72.4 
88.3 
110.7 
114.2 
129.7 


117.4 
123.8 


92.8 


106.8 


106.7 








Indices are based on fund operation during the period covered and are | 
not a representation of future results. They should be considered in the 
light of the individual companies’ investment policies and objectives 
and the characteristics and qualities of the investment of these companies. | 
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6 7 
12/30/39 to 
7/31/51 
Principal 
Low High — 
65.9 170.1 
71.4 202.9 
83.1 213.7 
60.2 164.8 
73.5 204.9 
73.6 $173.1 
69.4 156.6 
65.2 134.7 
73.5 153.3 

— $173.3 
59.6 134.6 
— 152. 
69.2 140.1 

— 157.4 
80.9 T1611 
75.0 $157.5 

— $185.4 
65.1 219.4 
70.8 166.3 
50.2 224.9 
60.1 $195.0 
61.0 182.4 
76.1 172.3 

— 150.3 
62.1 161.5 
62.7 {199.0 

— 208.0 
59.2 27.2 
64.8 231.6 
63.9 $223.1 

— 74.4 
69.0 192.2 
67.7 205.4 
59.8 126.2 
74.2 $186.7 
71.3 $189.0 
59.7 $170.6 
57.4 $196.6 
56.1 163.5 
60.7 %$234.6 
66.0 135.1 
61.4 $151.2 
60.9 172.2 
62.5 131.9 
60.7 206.9 

— $196.5 
63.4 183.3 
59.3 181.2 
99.6 n1s5.4 
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Base index number of 100 is the offering price %. 30, 


COL. 6, 7, and 16 arrived at as follows: To the bid prices at the respective 
dates indicated are added all capital distributions to such date and the re- 
sultant sum is divided by the 1939 base offering price. 


COL. 19 represents the current month-end bid (col. 16 less all capital distri- 


butions) divided by the 1939 base offering price. 


INCOME PERCENTAGE includes only those dividends paid by the com- 
panies out of income earned from dividends and interest on their portfolio 


securities (excluding all capital distributions). 





@ Principal index begins after 1939 base date. 
+Ex-dividend current month. 
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bility j : : ) 
- conceifor the employment in whole or in part of this 
sues, ubsters or dealers. Principal indices for July 31, | 
ar in ¢ yst 1950 issue and current income returns based 
, 1951Bing prices are available on request. These will 
ded to ed short form index. 
16 § 17 18 19 
/31/5) 12 mo. Div. %| Prin. Less 
Cum. Cap. 
: pvest. Cap. Distr. (Bid) 
rincipa inc. Distr. 7/31/51 
145.49 3.55 4.58 7111.5 
197.69 4.05 2.54 169.1 
‘207.79 4.09 .96 7168.8 
161,493.85 1.98 7137.9 
204.69 3.96 1.98 176.2 
172.7}3.89 2.06 161.0 
141.7}3.85 .82 119.5 
125.5}5.01 3.01 | 106.1 
151.2 4.19 .86 128.7 
172.1}4.30 2.24 167.1 
30.5) 4.3% 108.5 
148.3 
122.8 
147.9 
| 135.1 
| 126.9 
178.8 
160.9 
37.1 
| 
127.3 
166.0 
153.3 
92.9 
131.8 
7134.6 
174.3 
182.4 
12.2 
| 201.0 
182.9 
| +136.3 
| 139.5 
167.3 
7 83.5 
7135.6 
7154.8 
164.4 
| 167.6 
7138.7 
199.8 
93.6 
7131.5 
138.3 
lf. 103.4 
202.4 p.69 2.70 152.7 
195.7 4.18 — 195.7 
178.6 4.28 3.05 146.7 
177.9} — a —_ 
rice . 30, 1939. 
presents ined by dividing such dividends accruing over 
period eth the stated date by the average of the twelve 
offering on the corresponding date. 
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TRUST SERVICE EXCLUSIVELY 


Detroit Trust Company, with its many years of experience 
in every phase of trust business, is especially qualified 
to serve in any situation requiring a Michigan fiduciary. 


DETROIT TRUST COMPANY 


FORT STREET at SHELBY e DETROIT 31, MICHIGAN 


50 Years of Trust Experience 


THE JOHNSTON MUTUAL FUND INC. 


Shares May Be Purchased at 
Net Asset Value, plus 1% 


* 


Prospectus on Request 


* 


THE JOHNSTON MUTUAL FUND INC. 
247 Park Avenue New York 17, N. Y. 


Fundamental Investors, Inc. 
Manhattan Bond Fund, Inc. 
Diversified Investment Fund 


Diversified Preferred Stock Fund 
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Diversified Common Stock Fund 


PROSPECTUSES AVAILABLE ON THESE MUTUAL FUNDS 


43 Wall Street 
New York 5 


HUGH W. LONG AND COMPANY 


Incorporated 














New York Chicago Los Angeles 





Southern California 
Edison Company 


DIVIDENDS 


CUMULATIVE PREFERRED STOCK 
4.08% SERIES 
DIVIDEND NO. 6 


CUMULATIVE PREFERRED STOCK 

4.88% SERIES 

DIVIDEND NO. 15 
The Board of Directors has author- 
ized the payment of the following 
quarterly dividends: 

2514 cents per share on the 
Cumulative Preferred Stock, 
4.08% Series; 

3014 cents per share on the 
Cumulative Preferred Stock, 
4.88% Series. 

The above dividends are payable 
August 31, 1951, to stockholders 
of record August 5, 1951. Checks 
will be mailed from the Company's 
office in Los Angeles, August 31, 
1951. 

P.C. HALE. Treasurer 


July 20, 1951 


Union CarBIpE 


AND CARBON CORPORATION 


UCC 


A cash dividend of Fifty cents 
(50¢) per share on the outstanding 
capital stock of this Corporation 
has been declared, payable Sept. 1, 
1951 to stockholders of record at 
the close of business Aug. 3, 1951. 


KENNETH H. HANNAN, 
Secretary 





INTERNATIONAL BUSINESS 
MACHINES CORPORATION 
590 Madison Ave., New York 22 


The 146th Consecutive 
Quarterly Dividend 


The Board of Directors of this Corporation has 
this day declared a dividend of $1.00 per share, 
payable September 10th, 1951, to stockholders 
of record at the close of business on August 17, 
1951. Transfer books will not be closed. Checks 
prepared on IBM Electric Punched Card 
Accounting Machines will be mailed. 

A. L. WILLIAMS, Vice Pres. & Treasurer 
Tune 26, 1951 


Dividend Payments Up 


For the ninth successive year, the 
total cash dividends paid on New York 
Stock Exchange listed common stocks 
during the first half of 1951 exceeded 
those disbursed in the corresponding 
period of the previous year, according 
to “The Exchange,” the official maga- 
zine of the Big Board. Of 1,049 Com- 
mon stocks listed, 922 paid total divi- 
dends of $2.45 billion with an average 
vield of 6.7%, based upon June 29th 
prices. 

As of June 30, the Exchange reported 
aggregate market value of the 1.478 
listed stock issues at almost $98 billion, 
or slightly over $2 billion less than as 
of May 31. with two less issues. The 
average per share prices as of these 
dates were $38.73 and $40.82. respec- 
tively. 


A A A 


Record for 
Investment Company Assets 


A new high record in total assets of 
investment companies was attained dur- 
ing the first half of 1951. according to 
the National Association of Investment 
Companies. Total net assets of 137 
members of the Association were $3,- 
558.598.0000 on June 30. 1951. an in- 
crease of $661,688,000 since June 30, 
1950. Net assets of the 101 open-end or 
mutual funds in this group were $2.- 
725.311.000 on June 30. compared with 
$2.115.919.000 a year ago. The remain- 
ing $833.287.000 for the 36 closed-end 
companies was $52.296,000 over the 
June 30. 1950 figure. 


Sales of new shares by the mutual 
funds amounted to $313.271.000 for the 
first six months of 1951. and net sales, 
after redemptions, were $137.539,000. 
Shares of mutual funds are redeemable 
at anv time at the option of the holder, 
whereas the closed-end companies’ se- 
curities are not continuously offered for 
sale to the public but are listed on stock 
exchanges or traded in the open market. 





CITIES SERVICE COMPANY 


Dividend Notice 


The Board of Directors of Cities Service Company has 
declared a regular quarterly dividend of one dollar ($1.00) 
per share on its $10 par value Common stock, payable 
September 10, 1951, to stockholders of record as of the 
close of business August 17, 1951. 


W. ALTON JONES, President 
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To Promote Thrift and 
Stock Ownership 


The Institute of Fiscal and Political 
Education plans to tell the new owners 
of America’s wealth the need for in. 
vestment in private enterprise. Through 
the People’s Savings and Investment 
Service this program will be carried to 
the widest possible audience and will 
use all available media to present the 
facts of saving and investment, as well 
as discussions of monetary and fiscal 
problems. 


American-Standard 


PREFERRED DIVIDEND 
COMMON DIVIDEND 


A quarterly dividend of $1.75 per share 
on the Preferred Stock has been declared, 
payable September 1, 1951 to stock- 
holders of record at the close of business 
on August 24, 1951. 


A dividend of 25 cents per share on 
the Common Stock has been declared, 
payable September 24, 1951 to stock- 
holders of record at the close of business 
on August 31, 1951. 


AMERICAN RADIATOR & STANDARD SANITARY 
CORPORATION 


JOHN E. KING 
Vice President and Treasurer 


THE FLINTKOTE COMPANY 


30 ROCKEFELLER KEW YORK 20, 


LALA 


A quarterly dividend of $1.00 per 
share has been declared on the 
$4 Cumulative Preferred Stock 
payable September 15, 1951 to stock- 
holders of record at the close of busi- 
ness August 31, 1951. 

A quarterly dividend of $.50 per 
share has been declared on the 
Common Stock payable Septem- 
ber 10. 1951, to stockholders of record 
at the close of business August 27, 
1951. 

CLIFTON W. GREGG, 


| Vice-President and Treasurer 


August 1, 1951 





55th 
Consecutive 
Dividend 


St 


Bank, 
Stock 
Corporation 


e Directors of First Bank Stock 
Corporation, Minneapolis, Min- 
nesota, on July 18, 1951, de- 
clared a quarterly dividend of 30c 
per share on outstanding capital 
stock, payable September 10, 
1951, to stockholders of record at 
the close of business August 20, 


1951. E. O. JENKINS, President 
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Investing College Funds 


The importance of common stocks as 
an investment medium for college en- 
dowment funds continues to grow under 
the pressure of need for income to meet 
steadily rising operating costs. A com- 
pilation of the holdings of 24 repre- 
sentative American institutions totalling 
nearly $1 
invested in equities, as reported in a 
recent issue of Barron’s. In 1930, their 
investment in stocks 
was around 15‘, of the total endow- 
ments of about $492 million. 


billion shows almost 40% 


average common 


The average yield received by these 
same institutions in 1930 4.97% 
and in 1950 4.37°7 and, except for the 


was 


leavening influence of common stock 
ioldings, the average picture migh 
holdings, tl ge pict zht 


more nearly resemble that of the Uni- 
versity of Texas which, with an invest- 
ment of $111.5 million invested 97.8; 
in bonds, showed a 2.58‘ yield for the 
vear ended August 31, 1950. 


(Among the investment highlights of 
this group. it is interesting that Stan- 
ford University held no common stocks 
until 1936 when the Trustees were ad- 
vised by the court that they need not 
confine their funds to bonds. As_ of 
August. 1950, 39°. of their endowment 
was in equities. Rensselaer Polytechnic 
Institute held in its 1930 portfolio a 
10’. of 


the total holding which the donor had 


stock gift representing nearly 


requested not be sold. After a substan- 


tial decline in value because of this 
unbalanced position, the condition was 
remedied and at last reports common 


stocks aggregated 51.1‘. of their funds. 


Last month (page 468) was reported 
the trend in Harvard’s investment policy. 


It is interesting that the Trustees of 
the fourteen representative institutions 
of higher learning listed below have 
also seen fit to authorize equity invest- 
ment policies in the handling of their 
endowment funds. As of June 30, 1950, 
Amherst, Brown, California, 
Johns Hopkins, Massachusetts Institute 
of Technology Oberlin, Pennsylvania, 
Princeton, Radcliffe. Smith, Washing- 
ton University, Wesleyan and Yale had 
combined investments (including Har- 
vard) with a market value in excess of 
$690,000,000. The composite average, 
shown in a study by Vance, Sanders & 
Co. of Boston, was: 


Cornell, 


Bonds 40.7% 
Preferred Stocks 10.6% 
Common Stocks 48.7% 
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Government Bonds Top 
Public Investment Poll 


In the latest nation-wide poll con- 
ducted by interviewers of The Psycho- 
logical heads of urban 
households still indicate a marked pre- 


Corporation, 


ference for government bonds as_ the 
safest investment, in spite of inflation. 
It is interesting that 43°7 of those in- 
terviewed felt that governments would 
also give the best return, with stocks 


second at 14.1‘; and real estate third 


at 11.7‘,. The following table shows 
percentages of investments compared: 
Apr. May 
1948 195] 
Government bonds 65.0 59.8 
Life insurance Ii3i 21a 
Savings bank 10.6 11.2 
Real estate 8.9 10.2 
Stocks is 4.8 
Industrial bonds 1.0 1.9 
Others 1 - 
Don't know 3.6 y 


In polling four income groups as to 
the best yield with reasonable safety, 
government bonds tied with stocks in 
top income bracket at 29°; and ranked 
first in the other three. 


. s& 


Mutual Fund Story Told 


The story of what mutual funds offer 
to investors is told in a style that even 
the financially unsophisticated can un- 
derstand in a folder called “This Is 
Money . . . But What Can It Do For 
You,” published by Wellington Fund 
Reproducing a worthless 100,000,000 
German mark bill on its frontispiece. 
the folder tells in parable form the 
effect of inflation on money—in 840 
words of which 778 are one or two 
syllables. Vice president A. J. Wilkins 
describes the folder as “the first in a 
series written for the new army of un- 


informed prospects that have come into 


existence during the past few years.” 


Training Guide for 
Mutual Fund Industry 


A comprehensive sales training man- 
ual for the Mutual Investment Fund 
Industry has been prepared by the Na- 
tional Securities & Research Corpora- 
tion. As announced by President Henry 
J. Simonson, Jr., the manual contains 
a number of important case histories to 
guide prospective salesmen and _thor- 
oughly explores numerous methods in 
which “Mutual Funds” can be accur- 
ately and concisely presented to poten- 
tial investors. 


The manual, titled, “What Every 
Salesman Should Know About Mutual 
Investment Funds,” traces the develop- 
ment of the industry and explains what 
the should know and can 
or cannot say. A_ section 
in simple language the laws and regula- 
tions applicable to funds by reason of 
the Securities Act of 1933, the Ex- 
change Act of 1934 and the Investment 
Company Act of 1940. 


salesman 
summarizes 





Percent 


Corporate taxes 
Undistributed profits 
Dividends 





1929 1939 1949 
Source: U S. Dept. of Commerce 


NATIONAL INCOME-DIVIDEND RATIO 
DECLINING 


The accompanying chart prepared by the 
United States Department of Commerce 
shows the declining profits of corporations 
after taxes. The Government now absorbs 
over 50% of the profit dollar and higher 
costs take more of the retained earnings for 
plant expansion or modernization. While 
total dollar dividends are up, they are cur- 
rently only 3.5% ‘of our national income, 
against 6.6% in 1929 and 5.2% in 1939. 


335 
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Prospectus on Request 


. | WALL ST., NEW YORK 5, N.Y. 
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CORRESPONDENCE 


(Continued from page 504) 


charge of a common trust fund trustee 
by periodic court accounting. Where the 
Uniform Common Trust Fund Act has 
been adopted, accounting is accomplished 
only by court order. 


A recent issue of Harvard Law Review 
(see Feb. 1951, T&E, p. 132) proposes a 
new uniform state statute which would 
provide for an original accounting fifteen 
months after the trust is created and 
annually thereafter. Notice of the ac- 
counting would be given by registered 
letter to all beneficiaries and by news- 
paper publication. Court appointed guar- 
dians would represent unknown and ab- 
sent beneficiaries. The accounting would 
be final and binding. 

At first glance, such frequent com- 
pulsory accountings seem expensive and 
perhaps unnecessary, but it has been 
suggested that the judicial accounting 
be combined with the annual audit now 
required by the Federal Reserve Board; 
also, when the court costs, attorneys’ 
fees, guardians’ fees and notification ex- 
penditures are spread among the under- 
lying trusts and budgeted for, the cost 
would not be unbearable and perhaps less 
than a long drawn out lawsuit every five 
or ten years. By providing that the first 
audit be within fifteen months of the 
establishment of the fund, the trust de- 


The 


Bond Fund 


OF BOSTON 


Massachusetts Investors Trust 


MASSACHUSETTS 
INVESTORS SECOND FUND 


-Doston Fund 





A prospectus relating to the shares of any of these separate 


investment funds may be obtained from authorised dealers or 


VANCE, SANDERS & COMPANY 
111 DEVONSHIRE STREET 
BOSTON 


LOS ANGELES 
210 West Seventh Street 


CHICAGO 


61 Broadway 120 South LaSalle Street 





partment has an opportunity to have 
the accounting coincide with the required 
annual audit thereafter, and the initial 
audit need not be unreasonably soon after 
the establishment. 

The requirement that all beneficiaries 
be notified is necessary for constitutional 
reasons. The New York act, otherwise 
similar to this one, allowed notice by 
newspaper publication alone and was 
declared unconstitutional because actual 
notice was not given to all known bene- 
ficiaries of the trust (see May 1950 T&E, 
p. 353). The combination of both systems 
of notice in the statute makes the annual 
accounting conclusive on all parties and 
relieves the trustee of the risk of a large 
surcharge by a distant beneficiary who 
has never taken part in any of the volun- 
tary accountings now used. 

To anyone who is not a lawyer a guar- 
dian ad litem seems an expensive luxury 
which any accounting could well do with- 
out, but often the use of this device is 
the only way an accounting can be a 
genuinely adverse proceeding. The func- 
tion of the guardian ad litem is to repre- 
sent absent or unknown or infant bene- 
ficiaries; he will do this well, for he is 
personally liable for any lack of dili- 
gence. New York requires two guardians 
ad litem, one to represent the income 
beneficiaries and the other to represent 
the principal beneficiaries. The authors 
of the new statute say that since the 
function of the guardian is not to prefer 
one class over the other, but only to 
check the trustees’ actions and see that 


they are legally unobjectionable, one 
guardian should be enough. 
The usual reasons for exempting a 


trustee from periodic accountings are 
not present here, as the cost of the ac- 
counting, spread among the many trusts 
within the common fund, is not over- 
whelming, nor will publicity result from 
such an accounting which does not con- 
cern in any way the details of the under- 
lying trust. Therefore, the draftsmen of 
the proposed law have made these ac- 
countings mandatory despite any ex- 
culpatory provision in the trust agree 
ment, thus eliminating one of the most 
fruitful sources of litigation involving 
ordinary trusts. 

The proposed statute, while imposing 
a new obligation upon trustees, should 
make the administration of a commol 
trust fund a safer operation than it now 
is. Under present law a trustee can be 
surcharged by any beneficiary in _ the 
fund at any time, which means that if an 
investment went bad in the early forties, 
and a particular beneficiary has not pat- 
ticipated in any accounting since thet, 
he can raise the issue at any time, al 
though, as to other beneficiaries, it has 
been decided that the loss was unavoié- 
able. The new law would make that im 
possible. 

Francis George, Es¢ 
Pittsfield, Mass. 
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Panel on Fiduciary Income T axes 





SINGLE OR MULTIPLE TRUST? 


HE importance of whether or not, 

in a particular situation, a_ trust 
instrument creates one trust or multiple 
trusts lies in the fact that. within limits, 
a trust is a tax paying entity separate 
from the trustor or the beneficiaries. By 
setting up several trusts, the income 
the 
out 


can be 
surtax 


from combined corpora 


spread into the lower 


brackets. 


The multiple trust device can well be 
used whenever the corpus of each trust 
interest in a 
common trust fund, at least so long as 
the cost of maintaining separate trust 
accounts exceed the income 
tax savings. Where there is a common 
trust fund there is no problem of off- 
setting income from one trust against 
losses of another. However, where the 
assets are to be physically segregated 
into the various trusts and each trust’s 
corpus is to be invested separately, so 
that the rate of income from the vari- 
ous trusts may not be the same, care 
should be taken in weighing the ad- 
vantages of split income over loss of 


is to be an undivided 


does not 


ability to offset higher income of one 
trust against lower income or losses of 
another. The cost of using multiple 
trusts can be very high under certain 
circumstances. 


Question of Intent 


There are as many trusts as the trus- 
testator intends to create. The 
question, being one of intention, be- 
comes one of fact. The best guides to 
the manner of expressing the desired 
intention are the decided cases and the 
weight which the courts have given to 
the particular circumstances of each. 
There have been more than fifty cases 


tor or 


dealing directly with the question of 
Whether the trustor or testator intended 
to create a single trust or multiple 
trusts. 


The leading case is U. S. Trust Co. 
v. Comm.,' which clearly established 
that multiple trusts can be created by 
a single instrument without the neces- 


296 U.S. 481, 56 S. Ct. 329 (1936). 
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RICHARD H. FORSTER 


Member of the California State Bar, Los Angeles 





These two articles continue the series of 
answers. begun in the January issue and 
interrupted last month, to questions sub- 
mitted to the Panel on Income Taxes on 
Estates and Trusts, sponsored last year by 
Title Insurance & Trust Co. of Los An- 
geles. The material has been brought up 
to date. 





sity of making a physical segregation 
of the assets to be put into each of the 
trusts.” That case squarely held that an 
undivided in a common fund 
can constitute the corpus of a separate 
trust for income tax purposes.* 


interest 


Thus the creation of multiple trusts 
becomes a problem of drafting the trust 
instrument in such a way as to clearly 
indicate that multiple trusts are intend- 
ed. The basic rule for drafting multiple 
trusts is: the drafter should consistently 
use the language of multiple trusts 
throughout the instrument. The cases 
go further. however. and point out 
some rather definite guides as to what 
the language of multiple trusts is. The 
following is a summary of some of the 
more important rules of construction: 


General Rules 


l. The plural word “trusts” should 
be used throughout the instrument. In 
some cases where the court has had 
little else to go by. its decision has 
turned on the result of a nose count 
of the number of times the plural 


"There were some twenty cases dealing with the 
question of single versus multiple trusts prior to 
this decision. See annotation in 102 A.L.R. 257 
(1936) in which many of these cases are discussed. 
In a number of them the Court found a single 
trust because there was no physical segregation of 
the assets. 

‘The trustor set up a single inter vivos trust for 
the benefit of three children in 1913. By subsequent 
amendments the original trust was clearly divided 
into three separate trusts. After the amendment 
the trustee closed out the single trust account and 
set up three separate accounts designating each 
account by the name of the child. The corpus of 
the original trust was not physically divided, how- 
ever, but an entry was made in each of the three 
separate trust accounts showing that each account 
had a one-third interest in each of the original 
trust assets. It was clear from the evidence that 
the purpose of the division into three trusts was 
to save income taxes. 

‘James S. Reid, 6 T.C. 438 (1946); Gertrude 
McGinley, 31 B.T.A. 81 (1934) (Aff’d 80 F. 2d 692, 
C.C.A.-9, 1936.) : 


“trusts” was used as against the singu- 
lar “trust.”* The same care should also 
be taken in the use of such words as 
“Trust Estate,” “beneficiary.” etc.* 

2. It should be clearly stated that 
multiple trusts are. intended, and in 
addition. if the trust corpora are to 
be held in a common fund, it is well to 
state that the corpus of each trust is to 
he an undivided interest in that fund.® 

4. A common provision in_ trusts, 
there are several beneficiaries 
sharing in the income, is language to 
the effect that the trustee need not 
make physical segregation of the assets 
except to the extent necessary to make 
distribution thereof. While an early 
case ignored the effect of such lang- 
uage.* a more recent case stated that 
such language indicates that the trustor 
must have had in mind more than one 
trust or he would not have given such a 
direction to the trustee.® 


where 


4. Describing the multiple trusts as 
“shares.” “parts,” or “portions” should 
be avoided. The court in at least one 
case has held that such words imply 
the existence of a whole and that if 
there are multiple trusts there is no 
whole." However, it is common drafter’s 
language. and language which is diff- 
cult to avoid, to provide in the intro- 
ductory paragraph of a trust that the 


Trust Estate shall be divided into 
“shares.” When such language is used 


care should be taken to provide that the 
“shares so created shall be held in 
trust’ rather than to provide that the 
“Trust Estate shall be held in trust and 
divided into shares.” Although this 


“See Edward M. Hiecke, 6 T.C. 30 (1946), where 
the Court noted that the trust was referred to 
throughout in the singular and the beneficiaries 
were referred to in the plural. 


“In Fidelity Union Trust Co. v. Kelly, 23 F. 
Supp. 6538, 38-2 USTC Par. 9460 (D.C.N.J., 1938) 
(Rev'd 102 F. 2d 333 and 986, CCA-3, 1939), the 
District Court found a single trust based solely on 
the preamble in the trust agreement ‘‘Whereas, the 
Grantor desires to create a trust .. .”’ without 
further examining the trust instrument where it 
was clearly indicated that multiple trusts were in- 
tended. 


“Marian Neal, 40 B.T.A. 1033 (1939). 


*Kohtz Family Trust, 5 T.C. 554 (1945), Acq. 
1945 Cum. Bull. 4. 


“James S. Reid, 6 T.C. 438 (1946). 








seems to be a rather fine line of dis- 
tinction, several cases have drawn it.!” 


5. In drafting the beneficiary provi- 
sions of the trusts it is advisable to use 
a separate paragraph for each trust 
rather than save space by combining all 
of them into one composite paragraph. 
This rule should be followed even 
though the beneficiary provisions are 
essentially the same for each trust ex- 
cept for the names of particular benefi- 
ciaries. 

6. Provision for cross remainders 
and for the opening up of a class of 
beneficiaries for after-born members 
can be used consistently with the exist- 
ence of multiple trusts.1’ However, 
their use must be carefully handled, 
especially where each trust has not been 
separately stated. 

7. If it is possible to do so consist- 
ently with intentions, the duration of 
each trust should differ. This rule is 


1oKohtz Family Trust, supra n. 8. See also, Leon- 
ard Marx, 39 B.T.A. 537 (1939), Acq. 1939-2 
Cum. Bull. 23. 


MLeonard Marx, n. 10, and St. Louis Union Trust 
Co., 40 B.T.A. 165 (1939), Acq. 1939-2 Cum. Bull. 
32. However, in Ralph G. Blodgett, B.T.A. Memo. 
Op. Dkt. 285430, P-H, par. 38,431 (1938) (Har- 
ron), the Board in holding that there was a single 
trust noted that the cross remainder in the trust 
in question made all of the interests contingent 
rather than vested and that because of the contin- 
gencies final distribution was in terms of the total 
trust property. In Marian Neal, supra n. 7, where 
a single trust was found the Board placed a great 
deal of emphasis on the fact that there was to be 
a re-division of the shares for the benefit of after- 
born grandchildren of the trustor. 


not as important as some of the others 
but is often consid- 
ered.!* 


in close cases it 


8. Giving powers to a majority of 
the beneficiaries should also be avoided. 
In close cases such a provision can be 
fatal as evidencing a single trust in- 
tent."* 


9. Another factor that is discussed 
in virtually every case is the construc- 
tion placed upon the instrument by the 
trustee, that is. whether or not he sets 
kte accounts for each trust and 
1e files one or several income 


;.'4 The conduct of the trus- 















up separ 
whethe 


tee rticularly important where 
there contact between the trustor 
and t ustee in connection with the 
creatic the trust. Certainly the trus- 
tee sl be careful to see that his 


n administering the trust is 
with the position which is 
to be taken. 


12Leo ‘, supra n. 10. 


See S. Reid, supra n. 9 and William T. 
Belcher % jo. 1, T. C. Memo. Op. Dkt. 49647, 
6 T.C.M. 967 1947). 

“See Huntington National Bank v. Comm., 90 


F. (11) 876, 37-2 (CCA-6, 1937). In John R. 
MacManus, 131 F. 2d 670 (CCA-6, 1942), however, 
where the trustor’s original intention was clearly 
expressed in a letter to the trustee the Court re- 
fused to give effect to the subsequent handling of 
the trust by the trustee. Also in Edward M. Hiecke, 
supra n. 5, the Court refused to give effect to 
consistent multiple trust handling by the trustee 
and stated that the question of intention must be 
determined by the will as probated and not by the 
trustee’s subsequent construction. 


In all of the cases examined the pri- 
mary beneficiaries under each of the 
multiple trusts were different, with any 
connection between them coming only 
through cross remainders. Apparently 
the question of multiple trusts created 
in one instrument for the same primary 
beneficiary (as, for example, marital 
and non-marital deduction trusts) 
not been considered by the courts. At 
least where the provisions of the mullti- 


has 


ple trusts vary and purposes other than 
income tax savings are sought to be 
accomplished by the use of more than 
one trust, the reasoning of the cases 
would seem to apply with equal force 
regardless of the fact the primary bene- 
ficiary is the same under several of the 
trusts. Where, however, the provisions 
are essentially the same and only in- 
come tax advantages are sought, a split- 
ting of the income will, undoubtedly, 
be subject to attack.'” 


The question of single versus multiple trusts is 
also raised in New York where the duration of the 
trust can be measured by only two lives in being. 
In Ralph G. Blodgett, supra, n. 11, the Board re- 
fused to consider the argument that unless there 
were multiple trusts the trust would be void under 
the New York law the duration of the 
trust would be measured by more than two lives in 
being. However, in Nora Grace, 13 T.C. 632, Acq. 
1950-2-13273 Cum. Bull., the Court found multiple 
New York trusts after applying the rule of con- 
struction that if there are two possible construc- 
tions to be put upon the trustor’s intention the 
construction will be adopted which will make the 
trust valid. 


because 








RECIPROCAL TRUSTS 


BEN THOMPSON 


Member of the California State Bar, Los Angeles 


HE taxable effect of reciprocal 
trusts first came to noticeable at- 
tention in Lehman v. Comm., 109 Fed. 
(2d) 99 (C.C.A.-2, 1940). In that case 
the court held that for estate tax pur- 
poses a person who furnishes the con- 
sideration for the creation of the trust 
is the settlor even though in form the 
trust is created by another. The case 
involved a situation where, in consider- 
ation for <A’s reciprocal transfer, B 
transferred securities to a trustee to 
distribute the income therefrom to A 
for life with the right reserved in B to 
revoke the trust in part. The court held 
that to the extent that B could revoke, 
the trust was taxable in the estate of A. 
The soundness of the court’s decision 
has been pretty generally accepted. 
So far the courts have had very few 
occasions to consider the problems 
from the income tax standpoint. The 
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first case involving reciprocal trusts 
under the income tax law arose in 
Vargaret A. Holmes. 27 B.T.A. 660 
(1933) nonacg. The Commissioner un- 
successfully contended that the profits 
and income realized by the trustees 
were taxable to the respective grantors. 
In Purdon Smith Whiteley, 42 B.T.A. 
316 (1940) a brother and sister trans- 
ferred stocks and notes to trustees to 
pay the income to the other for life 
with remainder to their respective chil- 
dren with power in the trustees to draw 
on the corpus. The taxpayer and the 
settlor, her brother, were co-trustees. 
The Commissioner’s theory was that the 
trusts were reciprocal, each made in 
consideration of the other, and that 
therefore the sister was taxable on the 
income of the trust created by her 
brother pursuant to Sections 166 and 


167. The Tax Court held in the Com- 


missioners favor, stating as a reason 
therefor that the obligation was on the 
petitioner to demonstrate that the trusts 
were not created one in consideration 
of the other. 

Although not next chronologically, a 
case kindred to the Whiteley case is 
Margaret Batts Tobin, 11 T.C. 928 
(1948). Here the husband transferred 
securities to trustees to pay the income 
to his wife for life, giving her power to 
the the 
consent, remainder over to her estate. 


invade corpus. with trustees 
Correspondingly, the wife five months 
later transferred an identical amount of 
securities for the husband’s benefit with 
provisions like those incorporated in 
her trust. Both trusts declared that they 
were irrevocable. As in the Whiteley 
case, the Commissioner asserted that the 
husband was taxable on the income of 
the trust of which his wife was nominal 
settlor and that she was taxable on the 
income of the trust of which he was 
nominal settlor and furthermore a 
serted that liability attached by reason 
of Section 22(a) and Section 167(a) 
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(2). The latter taxes to the trustor that 
portion of the income of a trust which 
“may. in the discretion of the grantor 
or of any person not having a sub- 
stantial adverse interest in the disposi- 
tion of such part of the income be 
distributed to the grantor.” The Tax 
Court held that the Clifford doctrine 
did not apply under the circumstances 
of that case and that consequently Sec- 
22(a) invoked to 
make the petitioners taxable. However. 
it held that 167(a)(2) did 
apply as the Commissioner asserted. 
The decision was re- 
versed by the Fifth Circuit Court of 
Appeals (183 F. 2nd 919), and the Su- 
preme Court recently denied. the Com- 
missioner’s petition for certiorari (340 
UL. S. 904). Whether the Court of Ap- 
peals reversed the decision on the legal 
issue or on the factual issue or both 
is dificult to say. The court stated that 
the doctrine of the Lehman case had 
no application to the instant case. It 


tion could not be 


Section 


Tax Court's 


went on to say. however, that by in- 
voking the “strained fiction of recipro- 
trusts” in order to justify 
the tax. the Tax Court “disregarded the 
plain language of the trust agreements.” 
That statement smacks of disapproving 


cal cross 


the rule of law aside from its applica- 
tion. Finally the court set its feet on 
firmer ground by concluding as a fac- 


tual matter that the trusts were not 
created in “bad faith or with federal 
tax consequences in mind.” yet the 


reasons advanced to justify this factual 
appellate determination are difficult to 
reconcile with the rule that the lower 
courts decision will not be reversed 
unless shown to be “clearly erroneous.” 


The 


however. in 


Commissioner was successful. 
asserting an assessment 
under Section 22(a) in Werner A. Wei- 
boldt, 5 T.C. 946 (1945). A wife trans- 
ferred property in trust to pay the in- 


come to her children. giving the trustee 
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power to accumulate such income and 
giving her husband the power to revoke 
and to control investments. No income 
was distributed during the taxable 
years in question. Within two weeks, 
the husband made a_ corresponding 
transfer of substantially the same 
amount under terms reciprocally the 
same. The court held that each settlor 
was taxable on the income of the trust 
nominally created by him (or her) 
under the doctrine of Helvering v. 
Clifford, 309 U.S. 331 (1940). 

In Lewis W. Welch, 8 T.C. 1139 
(1947) the issue before the court was 
narrowed down to the applicability of 
Section 22(a) to trusts created by the 
settlor in favor of his wife and daugh- 
ters concurrently with trusts created by 
her for the daughters. The Commis- 
sioner did not urge the application of 
Sections 166 or 167, and the court held 
that on the basis of the record pre- 
sented, it would not conclude that the 
trusts were reciprocal in the sense that 
was created in consideration for 
the other. The reasoning appears to be 
in conflict with Whiteley. supra, for 
the Welch case holds that the obliga- 
tion was on the Commissioner to prove 
the reciprocal nature of the trusts 
rather than on the petitioner to dis- 


one 


prove it. 

We may conclude that where recipro- 
cal trusts are created one in considera- 
tion for the other. the income of each 
will be taxable to the settlor of the 
other under Section 167 I.R.C. There 
has as yet emerged no reliable pattern 
from the decisions for determining how 
a court will decide whether one trust 
has been created “in consideration for” 
another. Probably the best that can be 
said is that if from all the facts the 
Tax Court determines that the motiva- 
ting cause on each side was primarily 
tax avoidance and the sums involved in 
the corpus of each trust are relatively 
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the same. the reciprocal trust doctrine 
will be applied. On the other hand. each 
settlor may be taxable on the income 
of the trust he creates for the benefit 
of members within his family group 
under Section 22(a) even though it 
affirmatively appears that the trusts 
were not reciprocal in the sense that 
each was created in consideration of 
the other if there is retained within the 
family group the right to control in- 
vestments or the right to alter, amend 
or revoke. 

Under the decisions involving appli- 
cation of Sections 166 and 167 to re- 
ciprocal trusts, we may vet speculate 
regarding realized capital gains where, 
under the law applicable. such gains 
are distributable to the beneficiaries, 
for the court has not yet had occasion 
to say what basis A takes for the prop- 
erty B transfers in trust for his benefit. 
If A is taxable on the income of the 
trust nominally created by B. consist- 
ency would indicate that such trust 
takes as a basis for its assets the basis 
of the assets transferred by A in trust 
for B. Thus. where contributions by A 
and B to their respective trusts are not 
of identical securities or investments, 
it would seem that a reallocation of 
basis might have to be made for the 
purpose of determining capital gains. 
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A SUCCESSFUL PARTNERSHIP 
of banking wad Jual (Micers 


ROBERT C. DOWNIE 


President, Peoples First National Bank & Trust Company, Pittsburgh 


HE carriage-trade days of trust 

business being long since past, horse 
and buggy methods of obtaining new 
business are likewise out of date. Neither 
the banking officer nor the trust ofhicer 
can sit in his office and wait for the 
customer to come in to establish a trust 
or lodge a Will. 

Though the personal relationship be- 
tween trust officer and customer fre- 
quently requires that confidential in- 
formation not be furnished to the Bank- 
ing Department, commercial officers in 
many instances are helpful in the sale 
of business interests held in the Trust 
Department and in obtaining special fi- 
nancial information on trust investments 
and in development of efficient opera- 
ting procedures. Where the operation 
of a business is called for, the Commer- 
cial Department often is able to furnish 
experienced personnel and guidance. It 
is in the field of Trust Development, 
however, where the cooperative rela- 
tionship between banking and trust offi- 
cers should be brought to full flower. 


Among the bank’s depositors. the com- 
mercial officer will undoubtedly know of 
business men who are too busy to look 
after their own investments and need 
investment advisory service, or elderly 
persons who have need for full manage- 
ment service. Here the Trust Depart- 
ment may furnish the desired personal 
touch even to the extent of looking after 
the elderly person’s living requirements, 
including the payment of bills. and ac- 
cumulating tax information. The Com- 
mercial Officer is frequently the first 
one to know when a corporation is con- 
sidering a pension or charitable trust, 
or to recognize the future problems in- 
volved in a closely held company or 
partnership. 


The Basis for Joint Effort 


The Trust Department must be able, 
competently staffed, efficiently operated 


In address at New York State Bankers A--<ocia- 


tion, June 22. 
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and prepared to take care of a variety 
of relationships in the handling of other 
people’s money. Its policies must not be 
hide-bound or static and its operation 
should be profitable for it is too much 
to expect a banking officer to develop 
business which will result in a drain 
upon the bank’s profits. Trust Officers 
must be sales minded and must realize 
that they are operating a business as 
well as a public service. All too fre- 
quently the Trust Officer fails to give 
the same human touch to the prospec- 
tive customer that he gives to the estab- 
lished customer. 


Too often there is a lack of knowledge 
on the part of the Commercial Officers 
of the various trust relationships. We 
recognize the importance of the Com- 
mercial Officer naming the Trust Com- 
pany as Executor of his own Will as a 
practical indication of his confidence in 
his own Trust Department. If the Com- 
mercial Officer has met and solved the 
problems of the marital deduction, of 
trusts for minor children, of life insur- 
ance optional settlements and of gifts 
during his lifetime for himself, if he 
has planned his estate affairs with the 
assistance of the Trust Officer, he will 
be better able to assist in presenting the 
necessity for such planning to the bank- 
ing customer. 


Particularly in the larger banks, the 
commercial and trust officers may not 
know each other except as names on 
the masthead. In my judgment the 
bank President has the duty to provide 
the means by which the two groups may 
become so well acquainted that they 
work together on a close personal basis. 


The Trust Department must be pre- 
pared to follow through on any contacts 
made by the Commercial Department, 
since there is nothing more discourag- 
ing than to initiate a piece of business 
and then find that through lack of at- 
tention, it has not been brought to frui- 
tion. Even more discouraging to the 


Commercial Officer is the failure to 
hear anything about the case once the 
original contact has been made. The 
commercial officer is entitled to know 
whether the business he initiated has 
been closed and if not, the reasons why. 
He certainly does not want to have his 
commercial relations disturbed by fail- 
ure of the Trust Department to follow 
through. Once the business has been 
closed, a pat on the back will provide 


a stimulus for further efforts. 


Commercial Officers should be given 
some tools to work with in making the 
initial contact. These need not be ela- 
borate. Several years ago in Pennsyl- 
, Asso- 
ciation and the Bar Association success- 
fully collaborated in producing and dis- 
tributing to the public a series of small 
folders on and trust 
“Still Charging Up San Juan Hill.” 
“Daddy, What are Taxes.” “So I’m a 
Contingent Beneficiary,” and “The Last 
Half of the Ninth” were some of the 
catchy titles used in these folders. They 


vania, the Pennsylvania Bankers 


wills business. 


were most helpful in stimulating the in- 
terest of the banking customer. Fre- 
quently the asking of one or more ques- 
tions by the commercial officer will stim- 
ulate the customer's interest, such as: 


a. Has your estate situation been re- 
viewed April 2, 1948 in 
order to take advantage of the 


since 


marital deduction? 

b. Has your family situation been so 
arranged that taxation will be kept 
at a minimum at the time of your 
wife’s decease? 

c. Have plans been made so _ that 
your will be 
properly conserved? Have you set 


business interest 
up the means for payment of iaxes 
so that your executor will not be 
forced to sell under tax pressure? 

d. Have you left your property to 
take care of your family rather 
than leaving your family to take 
care of your property ? 
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Frequently, an advertising piece or de- 
scriptive booklet will form the basis for 
bringing up the discussion of a Will or 
trust. An intelligent and appealing ad- 
vertising program will help to prepare 
the soil for officer contact. In my own 
institution, we have seen splendid re- 
sults from Commercial officer coopera- 
tion in the development of trust  busi- 


ness. 


In making calls upon commercial 


customers, it has become routine for 
our banking officers to offer our Trust 
services in working out a satisfactory 
estate plan. Depositor and stockholder 
lists have been analyzed for prospects, 
and assigned to the banking officer who 
has the closest relationship. Contacts 
are either by personal or telephone call, 
many when the customer drops into the 
bank. Arrangements are made for an 
oficer in our Estate Planning depart- 
to call 
convenient 


the customer at a 
with- 
out the banking officer. We do not ask 


ment upon 


time, either with or 
the banking officer to do anything more 
than 


and arrange for the contact. Usually 


stimulate the customers’ interest 
the banking officer does not participate 
in the discussion, maintaining the con- 
fidential 


the information 


status of such matters. Once 
necessary to do the 
planning is obtained. the trust officer 
follows through, and in the vast major- 
ity of cases the business is obtained, 
when the banking officer receives a 


note of appreciation from the president. 


What Results? 


In 1949 in 
number of cases and 49%; 


bank 42‘¢ of the 
of the vol- 
ume were originated through contacts 


our 


made by banking, trust or branch off- 
1950 44% 
of the volume were obtained in 


cers. In of the cases and 
4% 
the same manner. During this period. 
the total annual volume obtained from 


our banking customers increased 46%. 


This cooperative effort has become so 
much a part of our policy that I could 
cite case after case successfully. A con- 
ference in the Trust Division was re- 
cently arranged by one of our bank- 
ing officers for one of our customers. 
The officer knew nothing 
about the customer’s situation or estate 


banking 


plans. At the conference with our trust 
officer it developed that the man had 
no will, owned several closely held busi- 
nesses, had two minor children and had 
not given any consideration to taking 
the marital deduction. As a result of 
the conference, we have further cement- 
ed satisfactory relationship wiih this 
customer, 

\nother conference arranged by one 
of our Banking Officers ultimately re- 
bringing harmony into a 
business operated by several men in 


sulted in 


which there was discord. As the result 
of the original conference with one of 
the men, all of them were made cus- 
tomers of the bank through arranging 
proper buy and sell agreements provid- 
ing for the future continuity of the busi- 
ness. 


Ripe for Banking Services 


However, those of us in trust work 
frequently become so engrossed in our 
own problems that we fail to realize the 
opportunities for development of bank- 
ing business. When an estate planning 
job has been well done, we have a 
grateful customer, so grateful that in 
many instances they offer to pay you 
for the service rendered. At that point 
the suggestion of using other facilities 
of the bank is most effective. We have 
had a number of cases in which with- 
out the slightest pressure, signature 
cards have been signed for new bank 
accounts. In a number of instances the 
Trust Department customer has come 
back to us for mortgages or general 
Where a bank account is not 
opened at the time, but the customer 


loans. 
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evidences his interest in opening an ac- 
count. his name is given to the banking 
officers for further contact. 


Joint meetings of banking and trust 
officers at which the trust ofhcer obtains 
a knowledge of the various banking ser- 
vices will also prove effective in the de- 
velopment of deposit accounts. loans, 
mortgages, time financing. foreign re- 
mittances, travelers’ checks and other 
services which the bank is prepared to 
render. It is our firm belief that a 
customer who has named the bank as 
executor will stay with us longer if 
he is also a depositor. He tends to look 
at the bank as “his bank.” 


The development of bank customers 
as trust customers is the cheapest meth- 
od of prospecting for new business. 
Many of us have spent considerable 


sums on mailing pieces to develop new 
prospects, when we should have been 
digging in our own gold mine—our cus- 
tomer lists. It makes common sense and 
in the long run makes profits. 
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Arranging Insurance Options 


COMPANY PRACTICES SURVEYED IN LIGHT OF 


N examination of the insurance con- 

tract will not reveal the whole story 
with respect to optional settlement ar- 
rangements.* for the reason that prac- 
tically every company grants privileges 
beyond the contractual obligations con- 
tained in the policy. | am indebted to 
Troy Whitehurst, C.L.U.. for his re- 
search on company practices which | 
quote with his consent from his recent 
talk before the Houston Business and 
Estate Planning Council. 


“1. How long a period of time can 
you expect the options to continue? 
Most companies will provide deferred 
settlement service to meet the needs of 
the original beneficiary and the first 
contingent beneficiary. Settlement with 
the second contingent beneficiary is usu- 
ally in a lump sum. The duration of the 
settlement plan may be limited further 
by the type of option selected. Some 
companies limit the interest option to 
the lifetime of the original beneficiary, 
or 30 years. whichever is the longer. 


“2. Under what conditions can you 
expect to obtain a withdrawal privilege? 
This privilege is essential in many plans 
in order to provide for emergencies. The 
right may be limited to a fixed amount 
per year, or to a total amount. or it 
may be unlimited. Generally it is pro- 
vided in the agreement that withdrawals 
must be in multiples of $50 or $100 and 
that the beneficiary may not make over 
three or four withdrawals per year. It 
is also the practice of many companies 
to provide that the company reserves 


From address at Fort Worth Trust Council. 


*Mr. Stark had reviewed the standard modes of 
settlement offered under currently issued policies: 
(1) installments for fixed period; (2) fixed income 
until proceeds are exhausted; (3) annuity either 
for life only, or for life with installments certain, 
or for more than one life with or without certain 
periods; (4) interest, with its many variations 
offering “‘greater value to owners than all other 
options combined.”’ Another settlement arrange- 
ment which he called the fifth basic option, is the 
life insurance trust, which he frequently uses, par- 
ticularly when discretionary invasion of principal 
is desired but also in some situations where sub- 
stantial savings of estate taxes appear possible in 
the exclusion of the proceeds from the taxable es- 
tate of the beneficiary. 
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the right to delay the withdrawal pay- 
ment for 60, 90 or 180 days. 


“Another privilege ordinarily permit- 
ted is to limit the withdrawal to a stated 
date or period, thus making possible 
larger withdrawals during the years 
when children are in college. The with- 
drawal privilege cannot be permitted in 
the case of a life income option, except 
when the option provides a certain pe- 
riod or amount, and only a few compan- 
ies will permit a provision for the with- 
drawal of the commuted value of the 
certain payments. 


“3. May the beneficiary have the right 


to change from one option to another? 


In recent years there has been a strong 
tendency to grant the beneficiary power 
to change the plan better to fit her needs 
or those of her family. This can be ac- 
complished in part by giving the benefi- 
ciary the privilege of changing from one 
option to another and the privilege op- 
erates best when the interest option has 
been elected originally. In granting the 
power to change to another option, addi- 
tional control may be obtained by the 
owner through limiting the amount of 
the monthly income elected. 

“One of the popular settlement plans 
contemplates the retention of the pro- 
ceeds under the interest option, with the 
right of the beneficiary to make with- 
drawals and to elect the settlement of 
any unwithdrawn proceeds under an- 
other option or options. This creates a 
high degree of flexibility. Actuaries 
frown upon any arrangement which 
permits exercise of the life income op- 
tion at an indefinite future date. Such 
an election would be made normally 
only when the beneficiary’s longevity 
appears promising. 

“4. May the beneficiary have the 
right to increase payments? Integration 
with Social Security survivorship bene- 
fits and with settlement provisions of 
other life insurance policies presents 
serious hardships when anything occurs 


to cause a reduction or discontinuance 
of Social Security benefits or of income 
from other life insurance. To prevent 
this hardship, it is now standard practice 
to permit a contract provision whereby 
the beneficiary may increase the income. 
The owner may establish upper Imits of 
income. 


“5. Can equally effective provisions 
be arranged for both primary and sec- 
ondary beneficiaries? Almost any rea- 
sonable combination of options is avail- 
able for the primary beneficiary and 
many special powers may be granted 
her. Where the primary beneficiary sur- 
vives the insured but dies before having 
received all of the guaranteed proceeds, 
no such liberality of practice is to be 
found. The service the companies will 
render in this situation depends to some 
extent upon the type of option which is 
operative at the time of the primary 
beneficiary's death. If the primary bene- 
ficiary dies while the interest option is 
operative, practically all companies will 
agree to settlement with the secondary 
beneficiary under any one of the install- 
ment options or even under the interest 
option for at least a limited period of 
time. 

“The real conflicts of practice occur 
when the owner desires that at the death 
of the primary beneficiary, the unpaid 
installments certain under one of the 
exhaustive options be commuted and the 
commuted value settled under the inter- 
est option, or under another of the in- 
stallment options. The companies are in 
hopeless disagreement as to sound prac: 
tice in this type of situation. 


Practically all companies will per- 
mit continuance of the installments be- 
ing paid, prior to the death of the pri- 
mary beneficiary, to the secondary bene- 
ficiary. If the primary beneficiary sur- 
vives the insured, and dies, it is general 
practice not to grant to a lump sum 
secondary beneficiary the right to elect 
a settlement option, nor will many com 
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panies permit a primary beneficiary the 
right to designate a secondary benefici- 
ary to receive a fund which otherwise 
would be paid to the primary benefici- 
ary s estate. 


“6. Will your client be permitted to 
insert a remarriage clause in his op. 
tional settlement plan? Most companies 
object to the inclusion of this clause. 


“7. What is the company attitude with 
respect to the spendthrift clause? Most 
companies automatically include such a 
clause in the supplementary agreement. 


“8. How is the common disaster situ- 
ation handled? The usual form of clause 
defers the vesting of any payments until 
15 or 30 days after the insured’s death. 
and generally is not included unless re- 
quested. Akin to this is a “Presumption 
of Death Clause” 
duction 


to fit the marital de- 
wherein it shall be 
conclusively presumed that the benefi- 
ciary survived the insured. 


situation, 


"9, Vay proceeds be divided between 
options? Most companies will permit the 
settlement of proceeds of several poli- 
cies under a single agreement, provided 
the installment and interest rates are the 
same. They also allow a division of the 
fund into parts, with one part payable 
in a single sum or under an option and 
the other part under other options. 


“10. How are settlements for a minor 
beneficiary handled? Most companies 
will make payments direct to a 
minor beneficiary. Where. to avoid the 
necessity of guardianship, it is provided 
that payments be made to a trustee for 
the benefit of the minor, many compan- 
ies require some proof that a written 
trust instrument has been completed 
embodying the purpose of the trust and 
the powers of the trustee. 


not 


“11. Will companies permit designa- 
tion of unborn children, or of a future 
spouse? Social necessity has prompted 
almost all companies to permit the desig- 
nation of unborn children of the insured. 
Few companies. however. will permit the 
designation of unborn grandchildren. A 
majority of the companies will not per- 
mit the designation of an unnamed 
spouse of a beneficiary. 


“12. What is the place of settlement 
options in life insurance to fund Busi- 
ness liquidation agreements? A_pre- 
ponderence of evidence indicates that the 
‘buyer’ of the business interest should 
be designated beneficiary of the insur- 
ance. But such a designation precludes 
any possibility that the heirs of the de- 
ceased may enjoy the benefits of the 
settlement options in the policies so pay- 
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able. Some companies suggest that the 
situation be handled by making the 
proceeds of the insurance payable to a 
trustee, by retaining the proceeds under 
the interest option for a period of time 
(perhaps 12 months), and by granting 
to the trustee the right to designate, at 
the end of this period, the natural per- 
sons to whom the proceeds are to be 
distributed and the option or options 
under which distribution is to be effect- 
ed. Here is an exception to the general 
rule that the option privilege is to be 
denied all save natural persons. Similar 
exceptions are now being made by some 
companies with respect to proceeds of 


HAS 





insurance which are to be used to dis- 
charge a corporation’s deferred com- 
pensation liability. Again, there appears 
to be a trend toward permitting use of 
the options with respect to proceeds pay- 
able to trustees, if selection is made by 
the insured prior to death, and if there 
are compelling reasons why such an 
arrangement is desirable, and where 
there is no apparent problem presented 
by the trust laws of the State of per- 
formance.” 


Effect of Economic Trends 


Everyone is aware of the constantly 
decreasing purchasing power of the dol- 
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lar, and many people are in a state of 
shock regarding what has happened to 
their dollar investments during recent 
years. In the face of this situation what 
can be said for life insurance generally 
and the use of settlement options in 
particular? The approach should be 
based upon the circumstances of the 


particular individual. Two situations 
describe most circumstances: 
|. Property owners of means — Such 


individuals have a need for a substantial 
amount of cash at their death in order 
to pay taxes so that productive assets 
may be retained for their dependents. 
Dollars and nothing else will satisfy the 
tax liability. individuals 
need to create arrangements which will 
guarantee the availability of the needed 
dollars. The purchasing power of the 
dollar at the such dollars are 
needed has absolutely no bearing on the 
matter. A ten-cent dollar will pay a dol- 
lar tax liability quite as effectively as 
a two-fifty dollar. 


Hence such 


time 


In general there are only two methods 
of making certain the required dol- 
lars will be available when needed, name- 
ly; Government bonds and life insur- 
ance. The net yield (after tax) on such 
bonds is so small that the owner might 
almost as well keep the funds in cash. 
Obviously, such bonds are as vulnerable 
to inflation as cash in the bank. The 
better solution is life insurance, particu- 
larly the lower premium type. This pre- 
sents the least possible exposure of the 
owner's assets to inflation. Furthermore 
life insurance as a death claim may re- 
sult in appreciation of the dollars in- 
vested in premiums far in excess of the 
reduced purchasing power of the dollar 
which may have occurred since the issue 
of the insurance. 

2. Individuals of little or modest 
means — For such individuals 
is no real tax problem, but there is a 
need for income for their dependents. 
Under our present income tax 
such persons have little opportunity to 
acquire sufficient property to provide the 
income needed by their dependents. Per- 
haps the only solution to their problem 
is life insurance. The only way they can 
hedge against the decreasing purchas- 
ing power of their insurance dollars, is 
to acquire more insurance. That such a 
prospect may suggest a squirrel cage 
existence is in no sense a condemnation 
of the life insurance vehicle but rather 
a sad commentary upon the ability of 
a free people to manage their individual 
and collective economy so as to secure 
greater stability in the value of the ac- 
cepted medium of exchange. 


there 


laws, 


Use of Options 


If our past experience is any criterion, 
it may be reasonably expected that we 
shall have depressions in the future. 
During such depressions fixed dollar 
income becomes highly desirable and in- 
come from stocks, commodities, etc. is 
likely to be drastically diminished or 
disappear entirely. 


In order to provide a hedge against 
the effects of the depression upon the 
ability of the individuals to command 
goods and services, it is advisable for 
him to have in his portfolio a fairly sub- 
stantial amount of fixed dollar income. 
Therefore, it would appear prudent for 
an estate owner to have his assets reason- 
ably balanced as between equity prop- 
erty, real estate, etc. and fixed dollars, 
such as life insurance, annuities, etc. If 
the inflationary trend continues, then he 
is well insulated against injury by rea- 
son of the increased productivity of 
equity assets. On the other hand, if we 
nose-dive into a depression. his fixed 
dollar income from insurance and annui- 
ties will provide him with ample income 
for his needs. Such a balance in his in- 
vestment portfolio provides a hedge ir- 
respective of the direction in which our 
economy may go. 


The uncertainties invisaged in our dis- 
cussion make it highly desirable to ex- 
ercise great care in the use of settle- 
ment options. Formerly, informed un- 
derwriters felt that rigid life insurance 
installment arrangements offered a great 
deal, such as regular income, a guar- 
antee that the beneficiary would never 
be without funds so long as she lives, 
etc. We have now come to the view that 
greater flexibility is desirable, by means 
of which the beneficiary can evaluate 
her situation from time to time and gear 
her income to her needs as they then 
exist. This arrangement contemplates the 
exercise of some judgment on the part 
of the beneficiary, but it does provide a 
degree of safety for the insurance fund 
and at the same time permits the bene- 
ficiary to make adjustments. 


Obviously this increased flexibility 
presents the danger of too rapid deple- 
tion of the insurance fund with conse- 
quent dependency in later life. However, 
as between this danger and the exposure 
to drastic of purchasing 
power, the former would appear to be 
preferable. At best we cannot anticipate 
and solve all problems or meet every 
possible contingency. We can only use 
the best judgment of which we are cap- 
able and hope that it will suffice. 
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Attention Arresters in 


Trust Ads 


“If the elephant sneezed ... .” is 
the caption of a picture showing a woe- 
begone elephant doing exactly that in 
an ad from Bishop National Bank, Hon- 
olulu. This is the first of an animated 
animal featuring savings, 
change, checking, and friendly services, 


series ex- 
and could well lead up to trust service. 
The text informs one that not a trunk 
but the bank is the place to deposit one’s 
treasure. 

Equally adaptable for trust purposes 
is a savings ad of the Huron & Erie 
Mortgage Corp. featuring a picture of 
three college boys on the campus with 
text commenting that thoughtful par- 
ents “put something away” each pay 
day for their children’s university edu- 
cation. With a living trust the certainty 
of that education is far greater. 

“Security demands intelligent plan- 
ning too...” heads an estate planning 
ad of Fort Worth National Bank. Read- 
ers are told that “wise estate planning 
demands the experienced, thoroughly 
qualified counsel of your attorney,” 
that the bank’s trust department will 
help assure the plan’s success, and that 
“an estate plan is not a luxury.” The 
with a hand 
holding a compass above, the husband on 


text centers in a circle 
one side and the wife and children op- 
posite. Another ad in the same series 
shows a blindfolded man groping for 
business papers on his desk. Above is 
Accountant Does 
After describing his pro- 


the heading. “Your 


Not Guess!” 


fessional training and expert knowl- 
edge, the ad says the accountant can 
demonstrate the benefits of discussing 
estate planning with the bank. 
“Manana!” with the typical Mexican 


asleep under a cactus heads an ad urg- 





ing consultation with the trust officers 
of American Trust Co., Charlotte, N. C.. 
about the neglected drawing or revision 
of a will. More nerve shattering but 
reported “fairly effective” is. the im- 
aginary will of a man who failed to 
make The the dis- 
position of his property to wife and 
young son according to intestacy laws 
and the burdens and bitterness entailed 
for the two heirs. The ad is used by 
Central Trust Co., Amherst, Nova Scotia. 


one. “items” are 
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Linton E. Allen, president, First National Bank, Orlando, Fla., is shown here impersonating 
a “glass eyed” banker. He has just asked his physician to give him an “ice water” intra- 
venous injection, before introducing Hugh J. Bernard, president of the Financiai Public 
Relations Association and vice president, Second National Bank, Houston, who spoke before 
the Orlando Kiwanis Club on “The Myth of a Glass Eyed Banker.” At the conclusion of 
the talk, Mr. Allen’s glass eye falls out, his black hair and lip piece disappear, and his 
physician gives him an injection from bottle labeled “Milk of Human Kindness.” The male 
nurse in white is the well known public relations man, J. N. Stonebraker, who is consultant 
to the First National Bank. 


Trust Figures Rise 

Trust assets under administration by 
three Oregon state trust institutions 
at the end of 1950 totalled $14,850,488, 
according to advice from Superintend- 
ent of Banks A. A. Rogers. This repre- 
sents a gain of approximately 15° over 
the previous year’s figure of $12.685,- 
095 for four banks. 
trust earnings amounted to 
$95,435 in 1950, a sharp rise over ihe 


Gross 


sum of $76,945 in the preceding period. 


Trust department gross earnings of 
Maryland state banks and trust com- 
panies for 1950 amounted to $3,043,100, 
it is reported by the State Bank Com- 
missioner. This represents one-eighth of 
total operating earnings for all such 
institutions including without 
trust departments. In 1949, trust depart- 
ments produced $2,756,984, which was 


those 


slightly less than one-ninth of the total. 
A A A 
Memorial Award for Will 


The 1951 C. M. Preston Memorial 
Award, presented annually by the Ham- 
ilton National Bank of Knoxville, Tenn., 
was won by Curtis L. Wagner, Jr. senior 
at the University of Tennessee Law Col- 
lege. The award, named in honor of the 
first president of the bank, is given 
to the law student who prepares the 
best will on a given set of ‘facts. 


Babe Ruth Left $447,880 

Babe Ruth left a net estate of $360,811 
when he died Aug. 16, 1948, according to 
a New York estate tax appraisal ap- 
proved in July. Gross assets totalled 
$447,880, including $78,017 in United 
States savings bonds. The baseball im- 
mortal had a checking account and cur- 
rency totalling $107,615, including fifty- 
five Mexican pesos valued at $7.42. A 
trust fund Ruth set up in 1927 with Bank 
of the Manhattan Co. was appraised at 
$179,611. Insurance totalled $10,343. 

Deductions included debts of $43,917 
principally for 1947 and 1948 Federal 
and state income taxes, and $43,151 for 
funeral and administration costs. 


Mrs. Ruth and two adopted daughters 
receive legacies of $5,000 each, while a 
sister get $10,000. In addition Mrs. Ruth 
has a life interest in the 1927 trust fund 
and the residuary estate. At her death 
10 per cent of the residue goes to the 
Babe Ruth Foundation, Inc., “dedicated 
to the interests of the kids of America.” 


A A A 


College Graduates in Banking 


Banks would attract and keep more 
college graduates if bank personnel were 
more public relations conscious and re- 
wards were as adequate as available else- 
where. These factors, plus reputedly slow 
promotion opportunities, deter many de- 
sirable men from entering the banking 
field, according to a survey in the July 
issue of the Financial Public Relations 
Association Bulletin. 
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TRUST ACCOUNTING LAW 


Fleming, Jones, Scott & Botts, Jacksonville, Florida 


HE new “Florida Trust Account- 

ing Law,” enacted by the 1951 Leg- 
islature, requires that every person’ 
named as trustee under a will admitted 
to original probate in Florida shall, be- 
fore he is entitled to receive any of the 
trust property bequeathed to him, apply 
to the Circuit Court where the decedent 
was domiciled or had his principal 
place of business, to establish his quali- 
fications as trustee and submit the ad- 
ministration of the trust to the super- 
vision of the Court. 


The testamentary trusts covered by 
the Act are those created under wills 
admitted to “original” probate in Flor- 
ida, rather than wills of decedents dy- 
ing domiciled in Florida. In the probate 
law it is provided that the will of any 
person dying a resident of Florida must 
be admitted to probate in an original 
proceeding in Florida in order to estab- 
lish its validity, and until so admitted 
the will shall be ineffective to convey 
title to or the right to possession of real 
or personal property of the testator. 
The same statute provides that if the 
will of a Florida resident is through 
inadvertance, error or omission admit- 
ted to probate in any other state or 
country prior to probate in this state 
the will may be established and admit- 
ted to probate if original probate might 
have been had, in the same manner as 
though the will had been lost or de- 
stroyed. Another section provides that 
probate in Florida of a will admitted 
to probate in any foreign state or coun- 
try shall have the same force and effect 
as though the original thereof had been 
probated in this state. 


None of the provisions of the pro- 
bate law is expressly repealed or modi- 
fied in the trust accounting law. A judi- 
cial question might arise as to whether 
the 1951 Act is inconsistent with or 


1Defined to include the plural as well as the 
singular and corporations as well as individuals. 
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ysunting Law contains 
the trustee is a non- 
| or corporation and 
he will that the testa- 
trust to be adminis- 
ject to the laws of the 
jurisdiction the residence of the 
trustee. such $rustee shall be exempt 
from the provisions of the Act and dis- 
tribution may be made without requir- 
ing the trustee to establish his qualifi- 
cations. This provision, it would seem. 
might under some circumstances be 
difficult to interpret and apply. As to 
real estate, the administration of the 
trust is governed by the laws of the 
state where the land is situate. Suppose 
that the testator appointed as trustee 
an individual who was a resident of 
another state and expressly declared an 
intention that the trust was to be ad- 
ministered in and subject to the law 
of the domicile of the trustee; would 
the trustee be required to qualify under 
the Trust Accounting Law? 


resident indi 
it appears fr 
tor intended 
tered in and 


A statute enacted in 1937 prohibits 
corporations, except banks and _ trust 
companies incorporated in Florida and 
trust empowered national banks located 
in this state, from acting as testamen- 
tary trustee except that a corporation 
authorized to act as trustee under the 
will where it has its principal place 
of business may receive bequests to it, 
as trustee, of money or intangible per- 
sonal property. This statute expressly 
prohibits foreign trust companies from 
acting as trustee of any real estate in 
Florida where the beneficial interest is 
vested in others. Is this statute and the 
pre-existing provisions of law relating 
to trusts of real estate modified by the 
Trust Accounting Law? The question 
might be further complicated if by a 


will a trust was created of Florida real 
estate and intangible property given to 
a non-resident trustee. Would such trus- 
tee be required to qualify with respect 
to the real estate. but not as to the in- 


tangibles ? 


Qualifying Petition 


The ‘Trust Accounting Law requires 
that the trustee shall file a petition and 
if he fails to do so within sixty days 
after the executor gives him notice that 
the executor is ready to make distribu- 
tion. the petition may be filed by aay 
beneficiary or by the executor. The 
petition should recite the name of the 
decedent. the date of his death. the date 
of the probate of his will. the court in 
which it was probated. a copy of the 
will and the status of the administra- 
tion. An inventory and statement of the 
value of the trust is to be included in 
the petition insofar as information is 
available. The name. address and status 
of the trustee and of each beneficiary 
and a description of their interest in 
the trust are to be disclosed in the peti- 
tion. The petition shall pray for a de: 
cree determining the trustee is qualified, 
fixing the amount of his bond. if any, 
and assuming supervision of the trust, 
and a prayer may be included for in- 
structions as to any other matters pre- 
sented by the petition. 

The executor and each _ beneficiary 
shall be made respondents. If the peti 
tion is filed by someone other than 
the trustee he shall be made a respond: 
ent. Incompetent beneficiaries are repre 
sented by a guardian if a guardian is 
qualified, and if there be no general 
guardian, a guardian ad litem will be 
appointed. Unborn and undetermined 
members of a class may be represented 
by those of the class in being at the 
time of the filing of the petition. 


The Act is silent with respect to the 
proceedings on the petition between the 
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service of the respondents and the hear- 
ing on the petition. The Act does say 
that the respondents shall be served as 
in suits in equity and this may be 
enough to justify the inference that the 
respondent shall have the right to file 
answers within the period permitted by 
the equity rules or to attack the peti- 
tion by motion in the event it is in- 
sufficient. 


If upon the hearing on the petition 
the trustee is found qualified, the Court 
shall fix the amount of the bond and 
the time within which it must be filed. 
Upon the giving of the bond and the 
qualifications of the trustee the Court 
shall enter an order declaring the trus- 
tee qualified to act and the Court there- 
upon assumes supervisory jurisdiction 
of the trust. The Court may in this de- 
cree incorporate the appropriate pro- 
visions concerning the administration 
of the trust. No bond is required of 
corporations qualified to exercise trust 
powers in Florida and if a corporate 
trustee qualifies with an individual co- 
trustee and the corporate trustee certi- 
fies that it has the custody of all of the 
assets the individual may be exempt 
from bond. 
that “When 
any person interested in the trust estate 
files with the Circuit Court having juris- 
diction of such trust estate a petition, 


There is a_ provision 


from which petition and the evidence 
adduced thereon it is made to appear 
to the Court that 
ground to apprehend that the trustee 


there is reasonable 
is mismanaging. wasting or diverting, 
or will mismanage, waste or divert as- 
sets of said trust estate from their prop- 
er administration, the Court shall 
quire such trustee to give a bond with 
sufficient the 
law directs. and this bond may be re- 


re- 


security conditioned as 
quired although the will may exempt 
said trustee from giving the bond.” Un- 
less contained in this provision, there 
is nothing in the Act which permits a 
testator to exempt an individual trustee 
from giving a bond. There is no other 
statute in Florida which requires bond 
of testamentary trustees, so it is diff- 
cult to determine what law is to direct 
the condition of the bond. 


Annual Accounting 


Trustees are required to file annual 
accounts ninety days after the expira- 
tion of the preceding “full calendar of? 
fiscal year” of the administration of the 
trust. Where the value of the trust 
property or the volume of transactions 


—_— 


‘It is assumed that “of’’ will be read as “‘or.” 
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of the trust is small, the Court may 
authorize the trustee to file periodic 
accounts of two or more years each, 
There is no statutory yardstick for de- 
termining when the value or volume of 
transactions is small. The accounts shall 
contain an inventory of the trust at the 
end of the accounting period, a state- 
ment of principal and income receipts 
and disbursements and any other in- 
formation which the trustee may desire 
to submit. 


The trustee need not be made to 
give notice of the filing of the account. 
The notice, if given, shall state that it 
is an application for the approval of 
all annual accounts then on file not 
previously approved. Notice may be by 
registered mail or by personal service. 
Any beneficiary may object to any un- 
approved account at any time. If notice 
is given objections may be made with- 
in sixty days or will be considered 
Whether or notice must 
be given to non-objecting beneficiaries 
is not apparent. If notice of the filing 
of the account has been given or 
waived, the Court may, after the time 
for filing objections, enter an appropri- 
ate order on all unapproved accounts 
theretofore filed. 


waived. not 


Prior to the filing of the final dis- 
tribution of the trust the trustee shall 
give notice of a final account to all 
beneficiaries. Objections may be made 
in like manner as prescribed for annual 
accounts. If the Court finds the trust 
properly administered an order approv- 
ing the account and directing distribu- 
tion shall be made and upon the filing 
of receipts showing distribution as di- 
rected an will be entered dis- 
charging the trustee and his sureties. 


order 


Supervision by Court 


There is little to be found in the Act 
relating to supervision of the trust by 
the Court, other than through the pe- 
riodic accounting. It is provided that 
the proceeding is a continuing one and 
the original process is declared suffici- 
ent to give the Court jurisdiction for 
the purpose of granting declaratory re- 
lief under Chapter 87, Florida Statutes 
1941, as amended. Situations may arise 
where the general supervisory powers 
of equity over trusts should be invoked 
and there is a doubt as to whether such 
jurisdiction could be invoked under the 
Trust Accounting Law unless, perhaps, 
further process shall issue and serve. 

The Act provides for the removal of 


a trustee for good cause but is silent as 
to the causes. A temporary trustee may 
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be appointed pending the determination 
of removal proceedings. 


It is provided that an executor who 
makes distributions prior to the quali- 
fication of a trustee forfeits his right 
to his office and the right to compensa- 
tion for his services and is liable to 
the beneficiaries for the value of prop- 
erty distributed, together with the in- 
come subsequent to the distribution. 
The failure of a trustee to comply with 
the Act or any order of Court sub- 
jects him to removal or the reduction or 
forfeiture of his compensation, or both. 


The Court is given discretionary 
power to require the filing of annual 
and final account, notwithstanding the 
waiver thereof by the testator or by 
the beneficiary. There is nothing else 
in the Act which recognizes the right 
of the testator or beneficiaries to waive 
the filing of accountings. If the testator 
or beneficiaries may waive the account- 
ing, then the question arises as_ to 
whether or not they may waive 
the qualification and the giving of a 


bond. 


also 


Applicability of Act 
The Act does not apply to inter 
vivos trusts unless the creator of the 


trust by a provision in the trust instru- 
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ment requires the trustee to comply with 
the provisions of the Act. The trustee 
of an existing inter vivos trust shall 
not be required to comply with the Act 
by reason of a testamentary bequest or 
devise to him as such trustee, unless 
compliance is required by the will. In 
such circumstances only the property 
bequeathed shall be subject to admini- 
stration under the provisions of the Act. 
It requires no example to indicate that 
situations may arise making the inter- 
pretation of these provisions difficult. 

The Act became effective May 19, 
1951, but applies to trusts created by 
wills dated on or after January 1, 1952, 
provided that the trustee under a testa- 
mentary trust created by the will of a 
decedent dying prior thereto may at his 
option subject such trust to the provi- 
sions of this Act. This indicates that 
the trustee under a will of a decedent 
dying between May 19, 1951 and Janu- 
ary 1. 1952, might, at his option, sub- 
ject the trust to the statute, but if the 
will were drawn prior to January 1, 
1952 and the testator died thereafter 
he could not bring the trust within 
the Act. 

Although the statute is not free from 
ambiguities, it is not unlikely that ad- 
ministrative procedures will be worked 
out between trustees, beneficiaries and 
the courts and it may be assumed that 
the general equity jurisdiction has not 
been restricted by the statute. 

A A A 

ALBERT H. WIGGIN, former chairman 
of the board of Chase National Bank, left 
the bulk of his estate of over a million 
dollars to his two daughters. In setting 
up a trust of $100,000 for his widow, 
the will stated that this nominal pro- 
vision was made for her at her request 
since she had been “amply provided for.” 
To the Foundation bearing his and his 
wife’s names, the financier bequeathed 
sufficient funds to bring its capital up to 
$1,000,000. The residue of the estate is 
left in equal trusts for the daughters. 
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(Continued from page 505) 


This idea would prove mutually ad- 
vantageous in many ways: in building 
up estates and protecting such assets 
from unnecessary Losses, in contribu- 
ting to “Cleaner” estates later on, in 
putting current Fee on the 
books, in opening the best avenue to 
Estate Planning and, underlying all, in 
making the Acquaintance of people at 
a time when it is easier and the bank 


business 


can do more for them and find their 
services better appreciated. By establish- 
ing the personal relationships of trustee. 
ship with Younger people. the bank will 
become more familiar with the needs of 
the Family and Business. 

Trust officials, like Lawyers. complain 
loudly of the Procrastination of estate 
owners who fail to make wills or keep 
them up to date. The real Procrastina- 
the Trust 
until people become so successful they 


tors are officials who wait 
think they can get along without expert 
help. or until everybody is after them 
and they are more suspicious than re- 
ceptive. When trust new business men 
and advertisers start contacting people 
at the Age of Accumulation instead of 
waiting for the Stage of Senility or of 
Self-Sufficiency, the Trust Department 
will become the most important phase 
of Banking. 
a oo 
Free Mortgages by Will 

Income from a $500,000 trust fund has 
become available under the will of the 
late publisher George A. Laughlin to 
any “sober” man with a job and three 
or more children, to defray the interest 
on a mortgage obtained to build a $5,000 
to $10,000 home. Mr. Laughlin, who died 
some 15 years ago, left the trust fund 
for his wife’s benefit and provided that 
after her death, which occurred recently, 
the income was to be used for home loans. 
Wheeling (W. Va.) Dollar Savings & 
Trust Co. is the executor and trustee. 
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THE CAPITALABOR TEAM 


Bank Employee Manuals 


Among the outstanding employee man- 
uals currently issued is handbook titled 
“Our Mutual Interests” which contains 
practical information for the new em- 
ployee, at Harris Trust and Savings 
Bank, Chicago. Historical data and an 
inspirational letter from President Mark 
Brown are supplemented by an _ indi- 
vidual touch allowing the employee’s 
name to be inserted where a _ typical 
Harris career is charted on a double 
spread plus fold-out. The book is printed 
on antique-finish paper and the style, 
both in art treatment and text, is bright 
and informal. 


Another manual is the cartoon style 
booklet put out by State-Planters Bank 
and Trust Co., Richmond, Va. Thorough- 
ly readable and informative, the pamph- 
let gives a capsule outline of the func- 
tions of each bank department, as well 
as the duties and rights of the new em- 
ployee. It also indicates how the ambi- 
tious employee may study for self-ad- 
vancement. The copy is well planned, 
neither too wordy nor “stuffy,” and well 
adapted as a guide to the newcomer. 


“ce 


Salary Survey 

The American Bankers’ Association 
has issued a booklet “How to Make an 
Area Salary Survey,” designed to assist 
the banker in appraising the competitive 
labor market in his area. Other industry 
often offers apparent or actually higher 
wage scales and advancement opportun- 
ities that banking cannot match. The 
plus factors in banking are assessed and 
tabulated in dollars and cents. In addi- 
tion to a general discussion of the sub- 
ject, forms for making an area survey 
are reproduced. Actual sets are obtain- 
able at neminal cost from the A.B.A. 
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Krom State-Planters Bank & Trust Co. 
Employees’ Manual. 
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Handbook on Personnel Practices 


The Associated Industries of Cleveland, 
a public relations organization equipped 
to furnish management with accurate 
data on industrial relations, has just pub- 
lished its 1951 annual Management-Labor 
Relations handbook. This manual pre- 
sents in rapid-reading graphic form pre- 
vailing personnel practices in Cleveland 
industry for both shop workers and 
white-collar employees. The 1951 figures 
are based upon returns from 302 firms, 
with nearly 160,000 employees, or rough- 
ly 75% of the industrial workers in that 
area. Statistical material in both figures 
and pictures covers 88 categories rang- 
ing from Absences and Accidents through 
Insurance, Pensions, Severance Pay and 
Training to Vacations. 


The following figures cover white-col- 
lar workers. Of 264 firms reporting, 164, 
with less than 9,000 employees, had no 
pension plan but the other 100 represent- 
ed larger employee groups. Insurance 
and group annuities lead in preference 
but the significant factor is that 59 firms, 
or 22%% of those reporting, covered 
22 858 employees at their own expense 
against 29 firms, or 11%, which asked 
6,507 employees to share the cost of the 
plan. Only 45 of 213 firms, with 7,800 
workers, had profit sharing plans. Sur- 
prisingly enough, only 64 of 261 em- 
ployers have suggestion systems but here 
again the larger units seem more pro- 
gressive. About 75% have no compulsory 
retirement age for either males or fe- 
males. The larger units, however, tend 
to require male retirement at 65 and 
women at from 60 to 65. 





Cover of Harris Trust Employee’s Manual. 





Pay for Labor Leaders 


Union leaders are today receiving sub- 
stantial salaries to represent the inter- 
ests of their members. While their sal- 
aries are not yet in line wiih those of 
the top executives of the big corporations, 
they are often better paid than the heads 
of smaller companies with which they 
bargain. Expense accounts, automobiles 
and rent-free homes are at their disposal 
in some cases. The accompanying table 
from U.S. News and World Report shows 
the take-home pay of top labor leaders. 


Bank Unionization 


Renewed efforts to organize brokerage 
and bank employees in the Wall Street 
district are under way by the United 
Financial Employees (AFL). A July 
outdoor mass meeting of about 2,000 
heard demands for a five-day, 35-hour 
week. 





TAKE-HOME PAY OF TOP LABOR LEADERS 


John LL. Lewis 
President. United Mine Workers 
James C. Petrillo 
President, AFL Musicians Union 
Thomas Kennedy 
Vice President, United Mine Workers 
George M. Harrison Re 
President, AFL Railway Clerks 
Daniel J. Tobin 
President, AFL Teamsters 
John F. English : 
Secretary-Treasurer, AFL Teamsters 
Philip Murray si 
President, CIO Steelworkers 
William Green 
President, AFL 
George Meaney 
Secretary-Treasurer, AFL 
David Dubinsky 


President, AFL Ladies’Garment Workers 


Walter P. Reuther 
President, C.I.O. Auto Workers 


Net 
After 
Salary Tax 
$50,000 $33,352 
46,000 31,368 
40,000 28,200 
35,000 25,056 
30,000 22,426 
30,000 22,426 
sicisealiaes 25,000 19,226 
25,000 19,226 
ee ee Le ee eer 22,000 17,196 
15,600 12,628 
11,250 9,330 


Note: Take-home pay figures assume the taxpayer has a wif2 but no cther dependents, 
that he has no other income, and that his deductions, for tax purposes, are 10 per 


cent of his salary. 


From U. S. News and World Report 
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CALIFORNIA 


Oakland—AMERICAN TRUST Co. has 
elected Lawrence J. Anderson an assist- 
ant secretary in the trust department at 
the Oakland office. 

San Diego—Among 23 advancements 
announced by First NATIONAL TRUST & 
SavINGS BANK, there are 8 new vice 
presidents and two trust officers and vice 
presidents. The vice presidents are: 





B. WILLIAM JEFFERY CLAUDE C. BLAKEMORE 


James L. Buck, Arthur F. Butler, John 
Gunsallus, Von N. Marshall, Eugene H. 
Pratt, Arthur P. Provost, George W. 
Sears and Walter C. Stitt. Elected trust 
officer and vice president: B. William 
Jeffery and Claude C. Blakemore, the 
latter being in charge of the bank’s Com- 
mon Trust Fund. William H. Shattuck, 
Jr., was elevated from assistant cashier, 
in charge of the tax division of the trust 
department, to assistant vice president, 
while Russell Adams advanced to assis- 
tant vice president and assistant trust 
officer in charge of real estate, and Harry 
E. Parker, Jr., was named an assistant 
trust officer. 


San Francisco—CROCKER First Na- 
TIONAL BANK promoted A. L. Hay and 
Henry Pult to assistant trust officers. 
Mr. Hay has been with the bank 33 years, 
Mr. Pult, 27. 


DELAWARE 


Smyrna—To fill vacancies caused by 
the death of Harley R. Bodley, late pres- 
ident and trust officer, FRUIT GROWERS 
NATIONAL BANK & TrRusT Co. promoted 
J. Fletcher Truax to trust officer in ad- 
dition to his present position as cashier 
and assistant secretary. He will also be 


TRUST 
ADMINISTRATION 


Active Trust Department in large Mid- 
western city seeks experienced trust ad- 


ministrator capable of analyzing wills and 
agreements and handling distributions. 
Must have thorough understanding tax 
problems. Will be section officer in charge 
of trusts under wills and agreements. 
Give age, experience, salary requirements, 
photo. Box H-8-6, Trusts anp Estates. 








TRUST PERSONNEL CHANGES 


in charge of bank operations. Charles L. 
Harmonson was elected president in lieu 
of chairman of the board. 


DISTRICT OF COLUMBIA 


Washington—William H. Wiegering 
has been made an assistant trust officer at 
RicGs NATIONAL BANK. 


FLORIDA 
Ocala—John H. Wells joined Com- 
MERCIAL BANK & TrRusST Co. and has 
been elected a trust officer. Formerly 


with the CHEMICAL BANK & Trust Co., 
New York, Mr. Wells holds a B.S. degree 
from Wharton School of Business, and 
bachelor of laws degree from St. Johns 
University. 


ILLINOIS 


Chicago—At CONTINENTAL ILLINOIS 
NATIONAL BANK & Trust Co., Edward F. 
Soukup retired as trust officer on July 
31, after 33 years with that institution, 
where he specialized in administration of 
estates. 


MARYLAND 


Hyattsville— SUBURBAN TRUST CoO., 
formed by merger of Prince George Bank 
& Trust Co., Hyattsville, and Suburban 
National Bank of Silver Springs, has 
elected as director of public relations 
Dr. T. B. Symons who retired last year 
as dean of the University of Maryland 
College of Agriculture. 


MASSACHUSETTS 


Boston—Formerly assistant treasurer, 
E. Whiteford Hunter became secretary of 
STATE STREET TRUST Co. on the retire- 
ment of Edward D. Harlow after 45 
years with the bank. Howard B. Phillips, 
assistant sercetary, assumes the addi- 
tional duties of manager of the corporate 
trust department, succeeding Dana M. 
Dutch who has retired after 49 years of 
service. Mr. Hunter came with State 
Street Trust at the time of the merger 
with Paul Revere Trust Co. in 1916; Mr. 
Phillips since the merger with National 
Union Bank in 1925. 


MINNESOTA 


Duluth—William M. Reynolds has been 
elected vice president and trust officer of 
First & AMERICAN NATIONAL BANK of 
Duluth. Mr. Reynolds was for 14 years 
associated with the personal trust depart- 
ment of the GUARANTY TRUST Co. of New 
York, and after service with the United 
States Office of War Information in 
Chungking and as assistant treasurer of 
the United Nations he joined the Estate 
Planning Corporation of New York as es- 
tate and tax adviser. 


NEW HAMPSHIRE 


Nashua—Lionel G. Jessop has been ap- 
pointed trust officer, a newly created of- 
fice at NASHUA TrRusT Co. Formerly Mr. 
Jessop was assistant treasurer of Peter- 
borough Savings Bank, after service with 
the First National Bank of Boston. 


NEW JERSEY 


Hackensack—Cedar J. Bertheau, ex- 
ecutive vice president and a director of 
PEOPLES TRUST Co., was elected president 
to succeed the late Charles E. Blackford, 
Jr., who died July 18 after serving as 
president since 1925. 


Rutherford—Charles E. G. Lloyd has 
joined the trust staff of RUTHERFORD 
TRUST Co., to assist the trust officers. A 
graduate of Lawrenceville School, Prince- 
ton, and University of Virginia Law 
School, Mr. Lloyd formerly was associ- 
ated with New York law firms, and dur- 
ing World War II acted as requisitioning 
officer for the Board of Economic Wel- 
fare. 


NEW MEXxIco 


Albuquerque—John W. Stearns has 
been promoted to assistant trust officer 
at First NATIONAL BANK. 


NEW YORK 
Elmira—Alec P. UpdeGraff, assistant 
secretary of CHEMUNG CANAL TRUST Co., 
also was elected a trust officer. He has 
been with the bank since 1929, and the 
trust department since 1935. 


Mineola—Robert B. Faltings has joined 
NASSAU COUNTY TRUST CoO. as trust offi- 
cer, having resigned from PASSAIc-CLIF- 
TON NATIONAL BANK & TRUST Co., Pas- 
saic, N. J. 


New York—Elected assistant treas- 
urer of BANKERS TRUST Co., Lawrence C. 
Cooper will be in charge of public utility 
investment research in the Investment 
Research Division of the bank’s personal 
trust department. A graduate of the Uni- 
versity of Michigan with the degree of 
Master of Business Administration, Mr. 
Cooper was previously associated with 
Argus Research Corp., City National 
Bank in Chicago, and held various statis- 
tical and research positions in the mid- 
west. 


New York — 
Alexander W. Mc- 
Ghee has _ been 
named vice presi- 
dent of Ciry BANK 
FARMERS'~ TRUST 
Co. and Crosby T. 
Smith, who has 
been trust officer, 
named secretary. 





ALEXANDER W. MCGHEE 
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New York — 
GUARANTY TRUST 
Co. promoted T. 
Clyde McCarroll 
from trust officer to 
vice president, and 
he continues with 
investment work in 
the trust depart- 
ment. Newly ap- 
pointed second vice 
presidents in the trust department are 
Joseph C. Buttery and Elmer G. Tewes; 
and Ernest J. Kocsis appointed assistant 
treasurer in the trust investment division. 


New York—Hen- 
ri Z. Lake, former- 
ly trust officer, has 
been appointed a 
vice president of 
MANUFACTURERS 
Trust Co. Mr. 
Lake came to Man- 
ufacturers from 
the Chatham Phe- 
nix National Bank 
& Trust Co. in 1932 when they merged, 
and served as a major in the Army Air 
Force in World War II. He is in charge 
of the bank’s Common Trust Fund. 


T. CLYDE MCCARROLL 





HENRI Z. LAKE 


Also appointed were James H. Allen, 
as trust officer, and William H. Padgett, 
Jr., assistant trust officer. The former 
joined Manufacturers last year when 
Brooklyn Trust Co. merged with it. 


Syracuse—First Trust & DEPOSIT 
Co. has appointed Robert W. Edinger a 
trust officer, and Ralph S. Wiegand, as- 
sistant trust officer since 1944, an assis- 
tant vice president. Both men have been 
with the bank over 25 years. 


NORTH CAROLINA 


Charlotte—Addison H. Reese, who re- 
signed as president and chairman of the 
board of CouNTy Trust Co., Baltimore, 
Maryland, has been elected executive vice 
president of AMERICAN TRUST Co. He was 
formerly a national bank examiner. 


Asheville & Winston-Salem—Murray 
A. Miller was promoted from assistant 
trust officer to trust officer at WACHOVIA 
BANK & Trust Co.’s Asheville office. At 
the main office in Winston-Salem, Gilbert 
C. Hine, II, was made assistant trust of- 
ficer. 


OHIO 
Cleveland — Wil- 
liam L. West has 
been elected vice 


president in charge 
of the trust depart- 
ment of THE NaA- 
TIONAL CITY BANK, 
Succeeding the late 
Eugene S. Linde- 
mann. Son of the 
late Samuel H. 
West, U. S. District Judge, Mr. West 
Was graduated from Western Reserve 


WILLIAM L. WEST 
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Law School in 1929 and for some years 
has been a partner in the law firm of 
Hauxhurst, Inglis, Sharp & Cull. He is a 
trustee of Western Reserve University, 
Huron Road Hospital and Hathaway 
Brown School. 


Mansfield—Henry G. Brunner succeeds 
the late Charles F. Ackerman as presi- 
dent of MANSFIELD SAVINGS TRUST NaA- 
TIONAL BANK. Eugene V. Busler was 
elected an assistant trust officer, and 
Sherman A. Wentz, cashier and trust of- 
ficer, elected also a director. 


OKLAHOMA 


Bartlesville—Mac D. Wallace, a na- 
tional bank examiner since 1946, became 
a trust officer of First NATIONAL BANK. 


OREGON 


Portland — First 
NATIONAL BANK 
has elected John N. 
Adams as _ vice 
president and trust 
officer in charge of 
the bank’s trust de- 
partment to fill the 
vacancy created by 
the resignation of 
Carlos C. Close af- 
ter 20 years of service, the last 12 of 
which as head of this department and a 
director of the bank. 





JOHN N. ADAMS 


Mr. Adams entered the banking bus- 
iness at 15 years of age and was a bank 
cashier at 25. He attended the University 
of Iowa, preparatory for the study of 
law, and Wharton School at the Uni- 
versity of Pennsylvania. An authority 
on charitable trusts and foundations and 
contributor of many articles to national 
magazines on subjects dealing with in- 
surance, finance and taxation, Mr. Adams 
served as eastern division superintendent 
for the Aetna Life Insurance Company 
in Hartford. In January, 1949 Mr. Adams 
entered First NATIONAL as_ assistant 
trust officer. He is chairman of the board 
of regents of Multnomah College. 


Until his resignation becomes effective, 
sometime this fall, Mr. Close will con- 
tinue as a vice president and director. 


Portland—UNITED STATES NATIONAL 
BANK appointed Herbert E. Butler and 
Jack E. Bird assistant trust officers. 


PENNSYLVANIA 


New Castle—Henry C. Dinsmore, exe- 
cutive vice president and trust officer of 
CITIZENS NATIONAL BANK, has become 
president of that bank to succeed the late 
John R. Preston. 


Philadelphia—William B. Walker, a 
vice president, was elected president of 
First NATIONAL BANK of Philadelphia, 
effective immediately. He succeeds Harry 
C. Carr, president for the last ten years, 
who will be 65.in October, retirement age 





HOLMAN PETTIBONE HONORED 


Holman D. Pettibone (left), president, and 
Chester R. Davis, senior vice president of 
Chicago Title and Trust Co., are shown on 
the terrace at Shore Acres in North Shore 
Chicago prior to a directors’ dinner on July 
6th in honor of Mr. Pettibone’s 40th anni- 
versary. Mr. Pettibone has been with CT&T 
for about one-third of its corporate history, 
and has been president 20 years. Both the 
anniversary of his employment and of his 
election as president fell in July. 





for officers. Mr. Carr was named chair- 
man of the board of directors, the first 
since 1924. Mr. Walker’s entire business 
career has been with First National. 


Philadelphia—Melville E. Ambler has 
resigned as assistant secretary in charge 
of new business at LAND TITLE BANK & 
TRUST Co., to become associated with the 
firm of Ostheimer and Co., that city, in 
charge of estate planning. George E. 
Harrison, trust officer, assumes Mr. Amb- 
ler’s duties at the bank. 


Philadelphia—George C. Denniston ad- 
vanced to trust officer at PROVIDENT 
Trust Co. Mr. Denniston left private law 
practice to joint Provident in 1946. 


Sunbury—Mrs. Russell W. Savidge has 
been elected an assistant trust officer at 
First NATIONAL BANK. 


SouTH CAROLINA 


Florence—Frank D. Fulton has been 
elected trust officer and executive head of 
the trust department of GUARANTY BANK 
& TRustT Co. 


TENNESSEE 


Nashville — Alec 
Brock Stevenson 
has resigned as 


vice president, 
trust ofiicer and 


director of First 
AMERICAN NATION- 
AL BANK to become 
associated with 
Vance, Sanders & 
Co., principal un- 
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NEW LOOK IN FINANCIAL HOMES 





Housed in a fine example of banking architecture adapted to its surroundings is the National 

Bank of Wareham, Mass., situated on the main street of the town. From the officers’ platform 

or the banking floor, the customers can enjoy the above view over a reach of Buzzards Bay, 
giving a feeling of openness. 


derwriters for the largest group of mu- 
tual investment companies in the coun- 
try, including Massachusetts Investors 
Trust and Boston Fund. He will be con- 
nected with the Chicago office of the firm 
as a representative in the south central 
states, making his headquarters in Nash- 
ville. A past president of the Vanderbilt 
University Alumni Association and mem- 
ber of its board of directors, Mr. Steven- 
son is a leading authority on investment 
company operation, his works including 
“Shares in Mutual Investment Funds” 
and “Investment Company Shares.” 


First American has elected Levi L. 
Wade an assistant trust officer. He was 
with the trust department in 1941, prior 
to service with the Naval Reserve. 


Nashville — Executive vice president 
Harry L. Williamson has been advanced 
to first vice president at COMMERCE UN- 
ION BANK, and James R. Kellam, Jr., to 
executive vice president. Both are mem- 
bers of the board. 


TEXAS 


Dallas—Willard G. Goldsmith, former- 
ly with the advertising department of 
CALIFORNIA BANK in Los Angeles, has 
been made assistant manager of the pub- 
lic relations department at REPUBLIC 
NATIONAL BANK of Dallas. 


VIRGINIA 


Alexandria—C. Fred Schreiner has 
been elected vice president and trust offi- 
cer, H. W. O’Meara and E. Dutton Stoy, 
vice presidents, at FIRST NATIONAL BANK. 
Mr. Stoy’s election fills the vacancy cre- 
ated by the death of Arthur K. Warfield, 
executive vice president and trust officer. 
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Richmond — Guy 
T. Mallonee, vice 
president and trust 
officer of First & 
MERCHANTS Na- 
TIONAL BANK, re- 
tired August first 
after 34 years in 
banking and trust 
work in Richmond. 
He first joined the 
old Merchants Na- 

Guy T. MALLONEE tional Bank in 
1917, becoming manager of the savings 
department, of the analysis department 
and later of the trust department. After 
consolidation of the Merchants with the 
First National Bank in 1926. he became 
a trust officer and subsequently also vice 
president. Mr. Mallonee has had charge 
of the bank’s Common Trust Fund. 





WASHINGTON 


Seattle — As re- 
ported last month 
(p. 487) Albert R. 
Munger became 
president of SEAT- 
TLE-FIRST NATION- 
AL BANK to suc- 
ceed Thomas F. 
Gleed, retired. John 
S. Bundy has been 
elected trust officer 
at the main office, in addition to those re- 
ported in July. 

When talking of the beginning of his 
banking career 44 years ago, Mr. Munger 


| Briefs and Mergers are on page 559. | 





A. R. MUNGER 


stated “I was crazy about tennis. . 
and thought working in the bani would 
give me time for at least three sets a day 
before dinner. I was fooled properly ... 
I found out bankers work as hard or 
harder than anyone else .. . Seattle-First 
is blessed with many young men, with 
unlimited enthusiasm and ability. Most 
of them call me ‘prof’ because I once 
taught classes in bank management for 
the American Institute of Banking. I 
think that was my most worthwhile as- 
signment — that in it I did more good 
for the region and for banking than any 
other task I ever undertook.” 


DOOD DODD DODD ROK 
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Banks seeking trust executives, and 
personnel desiring new opportunities 
are invited to make free use of this 
column, addressing correspondence 
to “T & E,” attention Employment 
Exchange and code number. 


Law graduate, with courses in account- 
ing and taxation and a _ post-graduate 
year of research in trust and estate law, 
would like to enter fiduciary work in mid- 
west, preferably Illinois. 8-1. 


Ohio trust department with approxi- 
mately $10,000,000 in personal trust as- 
sets and $6,000,000 in corporate trusts, 
seeks well rounded trust executive, pref- 
erably with legal background, to head de- 
partment. Minimum salary $6,000. 8-2. 


Bank in small Illinois town, 50 miles 
from St. Louis, desires trust official with 
experience in administering trusts and 
handling investments. 8-3. 


Largest trust company in the South is 
looking for experienced man of 35-40 
years for its trust investment division. 
8-4. 


Trust department in Southeastern city 
uf 70,000 seeks man of 30 years or less, 
with two to four years of trust and/or 
estate administration, some knowledge of 
investment review procedure. Salary 
$4,000, with future. 8-5. 


Trust department in large mid-west 
city wants experienced trust administra- 
tor. See ad on page 550. 


Very personable young lawyer, with 
excellent record in trusts, estates and 
taxation courses at Columbia Law School, 
and brief apprenticeship with a probate 
judge, desires position in trust depart- 
ment of bank or law firm. 7-1. 


Trust official, 18 years experience in 
trust and estate management, all aspects, 
seeks change to institution in South, 
East or Northeast. Law school training; 
also trust major, Graduate School of 
Banking. 7-2. 
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STATE LEGISLATION 


ALABAMA 


Ch. 30: Amends statute requiring final 
settlement of guardianship to apply to 
cases where female ward over 18 mar- 
ries or becomes 18 after marriage or be- 
comes a widow. 


CALIFORNIA 

Ch. 364: Enacts section 764 Financial 
Code, authorizing court to order any 
fiduciary to deposit with bank or trust 
company any money coming into his 
hands, in which event fiduciary is re- 
lieved of responsibility therefor and 
bond is to be reduced to cover only as- 
sets remaining in his hands. 

Ch. 438: Amends section vesting home- 
stead property in surviving spouse to add 
further proviso “if the surviving spouse 
has not conveyed the homestead to the 
other spouse by a recorded conveyance 
which failed to expressly reserve his 
homestead rights as provided by Section 
1242 of the Civil Code.” 

Ch. 475: Increases from $200 to $600 
amount of decedent’s wage claims en- 
titled to preference as charges against 
estate. 

Ch. 477: Makes similar increase with 
respect to guardianships. 

Ch. 779: Authorizes court to vacate 
order confirming sale of estate property 
where petition filed within 15 days after 
such order shows purchaser has not com- 
pleted purchase and a similar or higher 
bid has been made, and to make new 
order confirming sale, on notice to de- 
faulting purchaser. 

Ch. 1089: Extends to widowers the 
right to reasonable allowance out of 
estate. 


CONNECTICUT 


Ch. 71: Increases from $50,000 to 
$100,000 limit on individual account par- 
ticipation in common trust fund. 

Act 75: Extends to foreign corporate 
fiduciaries authority to register secur- 
ities in name of nominee. 

Act 153: Amends escheat statute to in- 
clude real property and to empower 
probate court, within thirty years of date 
of order directing payment to state treas- 
urer, to modify order and determine per- 
sons entitled to funds. 

Act 250: Extends to court of common 
pleas power to appoint guardian ad litem 
in proceeding pending before it. 


DELAWARE 


S.B. 215: Extends authority of foreign 
Zuardians to act with respect to local 
Property, to cases of minors resident 
anywhere and not merely in one of the 
United States. 


S.B. 221: Permits corporate fiduciary 
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to purchase mortgages from its banking 
or commercial department provided lat- 
ter designates them for future trust in- 
vestment at time of acauisition, and pur- 
chase with trust funds is made within 
one year from acquisition; interest and 
taxes must be current and appraisal 
made within ten days prior to purchase; 
monthly report must be made to directors 
on mortgages listed for trust investment. 


S.B. 266: Disempowers Vice Chancel- 
lor to appoint guardians, in vacation, at 
chambers. 


FLORIDA 


S.B. 74: Provides that if testator or 
testatrix is divorced subsequent to date 
of will, offered for probate after June 
11, 1951, will is void insofar as it af- 
fects the surviving divorced spouse. 

S.B. 370: Authorizes guardian of 
widow to file election to take dower; if 
widow dies before expiration of time to 
elect without having made election, any 
person beneficially interested in her es- 
tate may file election within period al- 
lowed; in both instances country judge 
will grant or deny election as the best 
interests of the parties may require. 

H.B. 231: Permits personal represen- 
tative to file annual accounting on basis 
of fiscal as well as calendar year, if such 
intention is signified to court within 90 
days of appointment. 

H.B. 204: Adopts trust accounting act, 
applicable to trusts created by wills dated 
Jan. 1, 1952 or later; (applicable to inter 
vivos trusts if required by provision in 
the trust instrument); sets forth trust 
powers deemed included in instrument 
unless otherwise provided; requires qual- 
ification of trustee in court and submis- 
sion of administration of trust to super- 
vision of court, except that non-resident 
fiduciaries are exempt if will indicates 
intention to have trust administered in 
trustee’s jurisdiction; provides for re- 
moval of trustees and appointment of 
successor trustees; requires trustee to 
give bond on application of interested 
person on showing danger of mismanage- 
ment, even though will exempts trustee 
from giving bond; requires annual and 
final accounting, which court may re- 
quire even if waived by testator or bene- 
ficiaries; allows “reasonable compensa- 
tion” for trustees. See page 546. 


HAWAII 


Act 175: Revises rates and brackets of 
compensation for executors, administra- 
tors, guardians and trustees (except of 
charitable trusts) and adds annual 
trust principal commission of 1/10 of 1%, 
the latter to be approved by court where 
trustee is authorized by instrument to 
employ others for bookkeeping and cler- 
ical services at ‘expense of estate. 


ILLINOIS 


S.B. 527: Gives executor, adminis- 
trator, guardian or conservator power to 
join with spouse or ward in making joint 
federal or state income tax return for 
decedent or ward and spouse and to con- 
sent to gifts made by spouse of decedent 
or ward for purposes of federal or state 
taxation. 


H.B. 553: Permits trustees of cemetery 
care funds to follow prudent investment 
rule. 


H.B. 609: Authorizes trustees to hold 
stocks, bonds and other securities in name 
of nominee. 


H.B. 610: Permits. stock transfer 
agents and corporations to transfer se- 
curities from name of nominee without 
liability in absence of actual knowledge. 


H.B. 975: Amends the Probate Act to 
provide specifically in rules of descent 
and distribution, in provisions for re- 
nunciation and provisions relative to 
dower that % interest of personal estate 
and % interest of real estate vest on 
death in surviving spouse to become di- 
vested only upon election of such sur- 
viving spouse to take dower. 


H.B. 982: Permits executors or admin- 
istrators to invest money of estate in 
United States Government obligations 
and those guaranteed by U. S. Govern- 
ment. 


MAINE 


Ch. 358: Permits corporate fiduciaries 
to establish common trust funds; ac- 
counting not required unless ordered by 
court. 


MASSACHUSETTS 


Ch. 386: Extends 20% surtax on leg- 
acy taxes to cover estates of all persons 
dying during the period beginning Jan- 
uary 1, 1950, and ending December 31, 
1953; this is in addition to the 3% surtax 
levied under Ch. 729, st. 1941; similar 
extension is made in connection with in- 
come taxes. 


MICHIGAN 


Act 157: Adds new Probate Code sec- 
tion providing that no person shall de- 
vise or bequeath, in trust or otherwise, 
any part of his estate to or for any asso- 
ciation or corporation so constituted as 
to use said devise or bequest for sub- 
versive purposes as defined in Sec. 22 
Art. 2 of the Constitution; such devise 
or bequest shall be invalid. 

Act 152: Amends statute of descent to 
eliminate reference to allowances for 
children under 16 of deceased man, and 
to substitute “children” for “lineal de- 
scendants” of deceased brother or sister 
who would take share of latter. 


MINNESOTA 


Chap. 79: Relates to allocation of trust 
principal and income from corporate 
stocks. Applies to all trust agreements 
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made after effective date of act; all 
wills made by testators who die after 
effective date of act; and all other wills 
and trust agreements when it does not 
impair the obligation of contract or de- 
prive persons of property without due 
process of law. -_ 

Stock dividends and subscript 
and proceeds of sale thereof : 
principal; all disbursements of 
assets to stockholders of 
which are designated by cor} 
return of capital or as divisio 
ate property, are deemed 
where trustee has option o 
dividend in cash or shares | 
declaring corporation, they “he deemed 
income irrespective of optiu% selected 
by trustee. Subject to preceg>g¢ clause, 
all dividends are deemed i:qdome. Act 
does not govern what is incoiwe or prin- 
cipal for income tax purposes. 

Chap. 140: Provides that all letters 
issued by the probate courts to represen- 
tatives of estates of deceased persons 
shall state date of death of deceased. 


Chap. 247: Adopts act providing for 
settlement of disputes respecting the 
domicile of decedents for death tax pur- 
poses. Where Minnesota and one or more 
other states claim to have been the domi- 
cile of decedent at time of his death, 
any executor or taxing official of any 
such state may elect to invoke provisions 
of this act. Any executor may reject the 
election within 40 days — otherwise com- 
missioner of taxation of Minnesota may 
agree with the interested parties to ac- 
cept a certain sum on full payment of 
death taxes due Minnesota, provided the 
agreement fixes the amount to be paid 
other states involved. In absence of 
agreement the act provides for settlement 
of the dispute as to domicile by arbitra- 
tion. The act applies only to cases in 
which each state involved in the dispute 
has a statute similar to this one. 

Chap. 249: Provides that Minnesota 
estate tax shall be general obligation of 
estate and shall not be apportioned 
among the several beneficiaries unless 
so directed by the will of the decedent. 
Law heretofore provided that estate tax 
should be charged against the interests 
of each beneficiary in proportion to the 
amount of the normal state inheritance 
tax paid by each. 








NorTH CAROLINA 


H.B. 558: Declares that, for purposes 
of rule against perpetuities, the vesting 
of any limitation of property, including 
the exercise of a power of appointment, 
shall not be regarded as deferred merely 
because the limitation is made to the 
estate of a person or to a personal repre- 
sentative or testamentary trustee, or to 
take effect on the probate of a will. 


OKLAHOMA 


H.B. 355: Amends common trust fund 
enabling act to make it clear that it ap- 


plies to state as well as national banks 
and trust companies, and to require tri- 
ennial court accounting, notwithstanding 
any waiver by settlors. 


S.B. 24: Provides for creation of trusts 
for the benefit of public functions. 


OREGON 


Ch. 493: Revises fees of executors and 
administrators to 7% of first $1,000; 4% 
from $1,000 to $10,000; 3% from $10,000 
to $50,000; 2% on excess. 


Ch. 519: Revises statute governing 
right of non-resident alien to take prop- 
erty by succession or will to include real 
as well as personal property, and makes 
right to receive same conditional on re- 
ciprocal right of United States citizens 
to take property and money from foreign 
estates; alien has burden of proof. 

Ch. 520: Makes substantial 
in provisions governing appointment and 
removal of guardians and conservators, 
and their powers and duties. 


revision 


Ch. 600: Permits guardians and con- 
servators, with court approval, to invest 
funds of ward in participations in com- 
mon trust funds maintained pursuant to 
Chapter 79, enacted earlier in the year. 


PENNSYLVANIA 

Act 121: Validates incomplete trustee 
deeds. 

Acts 134 and 135: Permit banking in- 
stitutions to accept cemetery funds in 
trust. 

Act 158: Enacts “Incompetents Estate 
Act of 1951.” 

Act 159: Enacts “Register of Wills Act 
of 1951.” 

Act 162: Increases limit of individual 
account participation in common trust 
fund from $50,000 to $100,000. 


SOUTH CAROLINA 
Act 395: Repeals Code Sections 7886 
and 7887 relating to corporate fiduciary 
powers. 
Act 541: Lowers testamentary age to 
18 years. 


WISCONSIN 


Ch. 252: Adopts Uniform Ancillary 


Administration of Estates Act. 

Ch. 253: Adopts new provisions gov- 
erning proof and probate of foreigt 
wills. 

Ch. 315: Extends corporate fiduciary’ 
power to register securities in name of 
nominee to inter vivos trusts as well as 
other fiduciary capacities. 

Ch. 404: Amends investment statute 
to define “corporation,” in which 35% of 
trust or guardianship funds exceeding 
$15,000 may be invested, to include it 
vestment companies which are commol 
law trusts as well as those which art 
corporations. 
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CURRENT LITERATURE NOTES 


Books 


Connecticut Probate Practice 


WILLIAM S. LOCKE & P. CORBIN KOHN. 
Little, Brown & Co., Boston. & Baker, Voorhis 
& Co., New York. 2 vols. 604 pp. & 1234 pp. 
(Sold only in three-volume set at $40.) 


Of this three-volume work, the third 
— on Death Taxes — was published 
last year (see May 1950 T&E, p. 348). 
Volumes 1 and 2 now make their appear- 
ance to complete what promises to be 
an extremely useful tool for those con- 
cerned with the administration of estates 
in Connecticut. 

Volume 1 — The Probate Court — 
deals with that court’s organization, com- 
position, records, jurisdiction, powers, 
practice and procedure. Separate chap- 
ters cover notice of hearings, effect of 
decrees, bonds, and appeals. One of the 
appendices sets forth the schedule of 
fees for the various papers and proceed- 
ings. 

Volume 3 — Settlement of Estates — 
discusses pre-probate steps, grant of 
probate and administration, will contests, 
inventories, management by the personal 
representative, suits and claims, account- 
ing and distribution. Individual chapters 
are devoted to commitments, incapacity 
and conservatorship, guardianship and 
adoption, and management of estates of 
minors and incapable persons. 


Studies in Trust Business, 4th Series 


GILBERT T. STEPHENSON, Trust Division, 
American Bankers Assn., New York. 294 pp. 
$5.00. 


This volume contains retired Trust Re- 
search Director Gilbert T. Stephenson’s 
18 Studies, which were published in the 
Trust Bulletin from September 1947 to 
September 1950. Included are discussions 
on “Taking Trust Service to the People,” 
“Compensation of Co-Executors and Co- 
Trustees,” “Appraisers of Property in 
Estates,” “Intermediate Accounting to 
Beneficiaries,” “Relationships Between 
Life Insurance Men and Trustmen,” 
“What People Ask About Trust Busi- 
ness,” “Trust Cost Accounting,” ‘“‘Pub- 
licizing Trust Charges,” “Apportionment 
of Trustee’s Compensation,” “Trust Busi- 
hess in Prospect, 1950-1960,” and ‘“Ad- 
ministration and Supervision of Trust 
Business.” 


Estates — The Plan, Administration 
and Taxes 


Eleventh District Institute, Indiana State Bar 


Association. Bobbs-Merrill Co., Indianapolis. 
712 pp. $6.00. 
The preface to this volume — repro- 


ducing in expanded form the proceedings 
of an Institute put on by the Indiana 
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State Bar Association under the chair- 
manship of Merle H. Miller — expresses 
the hope that the Bar as a whole return 
to its “traditional role as the advisor to 
clients in matters concerning the disposi- 
tion of their property after death.” But 
estate planning will “continue to be the 
stepchild of the law practice” until law- 
yers recognize it as being in the same 
category as any other type of business 
for which they should be properly paid. 
The fee statement, Mr. Miller writes, 
may therefore be the most important part 
of the book, not because of the amount 
charged but because of its philosophy. 

The volume itself covers the prelim- 
inary analysis of facts and objectives, 
preparation of the wills on specific state- 
ments of facts, administration of the 
estate, income tax, Federal and state 
death taxes, and closing of the estate. 
Panel discussions round out the proceed- 
ings. 


Deterioration in the Quality of For- 
eign Bonds Issued in the United 
States 1920-1930 


ILSE MINTZ. National Bureau of Economic 
Research 1951. $2.00. 


After a study of business and bond 
cycles, Mrs. Mintz provides an Index 
showing that defaults in the early twen- 
ties were far fewer than in the late 
twenties, with “western Europe” and the 
Far East entirely free from default. 


ARTICLES 


Taxation of Transfers in Satisfaction 
of Marital Rights 

HAROLD G. WREN. Mississippi Law Journal, 

May 1951. 

This article analyzes the implications 
of the recent U. S. Supreme Court de- 
cision in Harris v. Commissioner, where 
it denied the latter’s contention that 
transfers made by taxpayer to her hus- 
band pursuant to a property settlement 


agreement adopted in a subsequent di- 
vorce decree were not for an “adequate 
and full consideration in money or 
money’s worth” and therefore were sub- 
ject to gift tax. Following a discussion of 
previous decisions, the author suggests 
that the attorney handling a property 
settlement in the typical uncontested di- 
vorce should be certain to obtain the 
court’s “seal of approval.” 


Life Insurance and Federal Income 
Tax 


LELIA E. THOMPSON. Tennessee Law Re- 

view, June. 

In contrast to the incidence of the 
Federal estate tax, the Federal income 
tax as applied to life insurance has been 
fairly stable. This comprehensive dis- 
cussion deals with the foilowing topics: 
deductibility of premiums, settlement op- 
tions, transfers for value, effect of Sec- 
tion 115 (g) on stock retirement plans, 
taxation of cmployee benefits under in- 
dividual policy plans, (including, inter 
alia, deferred compensation for individual 
employees). 


Corporate Ownership of Life Insur- 
ance Policies 

WILLIAM J. BOWE. Tennessee Law Review, 

June. 

The 1950 amendment to Section 115 
(g) of the Internal Revenue Code, pro- 
viding that proceeds from the redemp- 
tion of stock owned by an estate shall 
not be taxable as a dividend under cer- 
tain circumstances, has been considered 
by many estate planners as a panacea for 
the problems of the close corporation 
owner. The suggested solution is the 
purchase by the corporation of insurance 
on the lives of the stockholders, the pro- 
ceeds to be used to redeem the stock at 
death. While it has been recognized that 
this might create a problem under Sec- 
tion 102 relating to unreasonable ac- 
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cumulation of surplus, the possibility 
that the corporation will be treated as 
the alter ego of the insured seems to 
have been overlooked, according to this 
author. He concludes that it may be wise 
for the corporation to appraise the loss 
to it in the case of each individual, pur- 
chase insurance in these amounts, and 
refrain from tying such insurance to 
any redemption agreement. If the stock- 
holders individually wish to purchase the 
interest of a decedent, they may still do 
so by agreement among themselves, with 
individually owned insurance. 


OTHER ARTICLES 


Liability of Fiduciary for Decedent’s 
Unpaid Income Tax or Estate Tax De- 
ficiency, by Joseph Berman: The Amer- 
ican Banker, July 9, 1951. 


Procedural Determination of Testa- 
mentary Intent in Pennsylvania, by A. 
J. White Hutton: Dickinson Law Re- 
view, June. 


Retention of Trust Investments (spe- 
cial emphasis on Pennsylvania Law), by 
Frank L. Frailey: Ibid. 


Charitable Trusts in New York, by 
Austin W. Scott: New York University 
Law Review, April. 


Compensation of Counsel under Sec. 
231-A of N. Y. Surrogate’s Court Act, 
by Sidney H. Asch: Ibid. 


Trust Operations and Controls, by 
Arthur C. Suhrbier: Auditgram, June. 


The Pennsylvania Fiduciaries Act of 
1949 (notes on: Applicability to Revoc- 
able Trusts, Marketability of Title, 
Creditors’ Rights, Power to Restrain 
Sales of Realty, Order of Abatement, 
and Foreign Fiduciaries) : University of 
Pennsylvania Law Review, June. 


Survey of Statutory Changes in North 
Carolina in 1951 (all subjects of law in- 
cluding insurance, taxation, wills, etc.) : 
North Carolina Law Review, June. 


DIRECTORY OF PUBLICATIONS CITED 


American Banker: 32 Stone St., New 
York; 10¢ 
Auditgram: National Association of 


Bank Auditors and Comptrollers, 38 
So. Dearborn St., Chicago 3; 
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WHERE THERE'S A WILL 


LELAND HARRISON, retired career diplo- 
mat and former Assistant Secretary of 
State, left an estate of approximately 
$700,000 which, with the exception of 
personal effects and legacies of $1,000 
each to household servants of at least ten 
years employment, is left in trust. In be- 
queathing the bulk of personal items to 
his wife, Mr. Harrison added the policies 
of fire, theft and liability insurance, to- 
gether with a request that, if all his de- 
scendants predecease Mrs. Harrison, she 
should provide in her will that all his 
family portraits pass to his relatives in 
named order, each recipient being urged 
to bequeath them to the eldest son of the 
eldest son of the Harrison name. 


One-third of the trust income is to be 
paid to the widow for life and the balance 
to two daughters who will share all the 
income after their mother’s death. The 
daughters’ descendants will receive their 
parent’s share of the principal on death, 
with a proviso that the daughters may 
appoint to their surviving husbands such 
part of their share not exceeding a life 
estate in one-third thereof. Mr. Harrison, 
whose last post was as Minister to Swit- 
zerland in the critical decade 1937 to 
1947, named his wife, brother and Fidel- 
ity-Philadelphia Trust Co. as executors 
and trustees. 


JULIUS A. HEIDE, senior vice president 
of Henry Heide, Inc., long established 
candy manufacturers, bequeathed $250 to 
each of four religious organizations for 
masses for himself and members of his 
family. The rest of his estate was left in 
two equal trusts to pay the income to his 
wife. The remainder in one case was to 
go to her appointees, and the other half 
to be divided in three parts, two outright 
to two sons and the other in trust for a 
third son. However, Mrs. Heide prede- 
ceased the testator, hence the estate will 
be distributed in the same manner as the 
principal of the second trust would have 
been. The Hanover Bank of New York 
succeeds Mrs. Heide as co-executor and 
co-trustee with two sons. 


Copyright 1951 Cartoons-of-the-Month 





“See if ya can get in a little overtime this 
week, huh, dad? I’ve got a big date Saturday 
night.” 





Davip C. Scott, internationally known 
authority on physical testing of textiles 
and rubber, gave his three children $500 
each, and their spouses and children $100 
each. The rest of the estate, estimated at 
$125,000, is left to Mrs. Scott for life, 
remainder on her death to the children. 
Industrial Trust Co. of Providence, R. L., 
was named co-executor. 


Dr. STANLEY KING, president emeritus 
of Amherst College, left an estate of ap- 
proximately $1,000,000. A brilliant stu- 
dent — he completed Amherst’s four-year 
course in three, summa cum laude, and 
Harvard Law School’s three-year course 
in two — Dr. King was active in the shoe 
industry and was a member of President 
Wilson’s Industrial Conference Board. 
Naming Springfield (Mass.) Safe De- 
posit and Trust Co. as co-executor and 
co-trustee with his wife and another in- 
dividual, Dr. King provided in his will 
that she is to receive all his personal ef- 
fects except those inherited from his pre- 
deceased first wife, if the present Mrs. 
King survives him by six months. His 
son and daughter by the first marriage 
are to receive the excepted articles and 
the contingent bequest. 

The residue of the estate, after a $5,000 
legacy to Martha’s Vineyard Hospital, is 
placed in trust. Out of the income, $1,500 
is to be paid annually to Dr. King’s sec- 
retary for her life. Mrs. King will receive 
the remainder of the income and such 
portions of the principal as the trustees 
deem necessary “to suitably maintain her 
in as much comfort as she now enjoys” 
if the trust and other income available to 
her is insufficient. Upon her death, lega- 
cies totalling $44,000 are to be paid, in- 
cluding one of $20,000 to the aforemen- 
tioned hospital and $10,000 to Harvard 
Law School. One-half of the remainder is 
to be paid to Amherst to establish a Fund 
bearing Dr. & Mrs. King’s names, for 
specified purposes. The other half is to 
be continued in trust, with two-thirds of 
the income to go to the son and one-third 
to the daughter, the explanation given 
for this division being that the son is 
married and the daughter not. All in 
come goes to the survivor. Amherst will 
receive the remainder on the death of the 
children and the secretary. No further 
provision is made for the children be- 
cause “they have been adequately pro- 
vided for under the wills of their grand- 
father and mother, and by gifts from me 
in my lifetime.” 


WARNER BAXTER, veteran movie actor 
who won an “Oscar” in 1929 for the pion- 
eer outdoor talking picture “In Old Ari- 
zona,” left his entire estate outright to 
his wife, whom he named co-executor with 
Citizens National Trust & Savings Bank 
of Los Angeles. 
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INCOME TAX 


Losses on sales made by trustee to 
“wind up” trust after death of life ten- 
ant are not deductible by remaindermen. 
Trustee, after death of life tenant, sold 
trust assets in order to distribute funds 
to 50 remaindermen. Trust instrument 
provided that, upon termination of life 
estate, trustee was to divide property 
and distribute among remainder- 
men, either in kind or in money, in his 
sole discretion. Sale resulted in,substan- 
tial loss, amounting to $3,070 to each 
remainderman. deducted by 
remaindermen and challenged by Com- 
missioner. 

HELD: For Commissioner. Under 
New York law, trustee is allowed rea- 
sonable time to wind up trust affairs 
and, during this time, trust continues 
for Federal income tax purposes. In 
making sales, trustee was acting as 
trustee and not as agent for remainder- 
men; therefore, losses were not deduc- 
tible by them. Coachman v. Comm., 16 
T.C. No. 174, June 29, 1951. 


same 


Loss was 


Trustee commissions on final distribu- 
tion are deductible by trust and not by 
beneficiary. Upon termination of trust 
and distribution of trust assets, peti- 
tioner claimed as a deduction her pro- 
portionate share of trustee’s commission 
on distribution. 

HELD: Beneficiary was not justified 
in claiming deduction for any portion 
paid. Trustee commis- 
sions, like other administration ex- 
penses, are chargeable against trust 
principal, and beneficiary is only en- 
titled to such property as is left after 
satisfaction of prior trust obligations. 
Commissions are a liability of trust and 
deductible by it. Agnew v. Comm., 16 
T.C. No. 181, June 29, 1951. 


of commissions 


Corporation organized exclusively for 
educational purposes exempt from taxa- 
tion. Petitioner was organized on August 
21, 1947, exclusively for educational 
purposes. One week later, with borrowed 
funds, it acquired all stock of taxable 
Macaroni corporation and merged with 
said corporation. 

HELD: Income was exempt from tax- 
ation under Section 101(6) of Code. Ex- 
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FEDERAL TAX NOTES 


SAMUEL J. FOOSANER 
Tax Attorney, Newark, New Jersey 


clusive charitable purpose required by 
statute is met when organization’s sole 
object is charitable, regardless of method 
of procuring necessary funds. Repeated 
re-enactment of Section 101(6), with 
this construction, lends weight to previ- 
ous rulings and still appl:es until effec- 
tive date of changes made by Revenue 
Act of 1950. Mueller Co. v. Comm., C.A.- 
3, June 20, 1951. 


Beneficiary entitled to deduct war 
losses during estate administration 
where under state law estate vested, on 
death, in beneficiary. Testator died in 
April 1941, leaving German bonds valued 
at $19,380. During administration, these 
bonds became war losses. Commissioner 
allowed loss on fiduciary income tax re- 
turn. Petitioner paid personal income 
tax without individual deduction for 
loss. On contention that individual loss 
was sustained, petitioner sued for re- 
fund. 

HELD: Refund allowed. Under local 
law, estate vested in beneficiaries imme- 
diately on death of testator. Executor 
merely had possession, legal title and 
interest being in beneficiary, and loss 
was deductible by beneficiary. Potter v. 
Jones, U.S.D.C., W. D. Okla., May 18, 
1951. 


Alimony paid to nonresident alien 
from trust, after husband’s death, sub- 
ject to withholding of taxes. Petitioner 
paid to decedent’s first wife, a citizen of 
France, $12,600, representing sum of 
$18,000 less $5,400 which was to cover 
any liability for withholding taxes. This 
amount was paid out of principal of 
trust, pursuant to court decree arising 
out of a suit instituted by first wife to 
recover unpaid alimony. Trustee claimed 
payment out of principal did not con- 
stitute income from_ sources’ within 
United States and, therefore, was not 
subject to withholding tax. 

HELD: For Commissioner. Payments 
fall within definition of “alimony” and 
are also payments of fixed or determin- 
able annual or periodic income. As ali- 
mony, they were includible in gross in- 
come reportable by first wife and under 
broad meaning of Section 143(b) are 
subject to withholding of taxes. Welsh 
Trust v. Comm., 16 T.C. No. 167, June 
20, 1951. 


Estate may deduct loss on sale of 
stock at book value to key employee, 
under a unilateral offer by will, entered 
into for profit. Will provid d for pur- 
chase by key employee of maximum of 
25% of testator’s company stock at 
book value. Purchases could be made up 
to 12 years afier testator’s death, so 
Jong as employee remained with com- 
pany, and so long as earnings of 6% 
or more on par value of stock were, in 
opinion of trustees, result of said em- 
ployee’s efforts. For estate tax purposes, 
stock was valued at $356 per share. In 
1941, employee purchased 1,452 shares 
at book value from estate, at prices 
ranging from $220 to $228. Estate 
claimed a deductible loss of $186,000. 

HELD: Estate may deduct loss. Na- 
ture of transaction, impelling employ- 
ee’s continued association with company, 
which in turn increased value of remain- 
ing shares held by estate, and increased 
their earnings, indicates business trans- 
action entered into for profit, and not 
intent to make gift. Decedent made it 
clear in his will that future success of 
company and income of his estate were 
dependent upon continued services of 
employee. Will contained binding offer 
to carry out this purpose. Kress v. Stan- 
ton, U.S.D.C., W. D. Pa., June 25, 1951. 


Trustee not estopped from taking 
grantor’s basis even though position in- 
consistent with that taken by grantor. 
Grantor of trust acquired stock in cor- 
poration in 1930 as result of taxable ex- 
change for stock in another corporation. 
He failed to report gain on income tax 
return arising from such exchange and 
paid no income tax with respect to it. 
Trus‘ee sold stock and reported gain, 
paying tax thereon. Subsequently it 
filed claim for refund, using basis for 
stock fair market value of same at date 
of grantor’s acquisition. 

HELD: Refund granted. In _ 1982, 
revenue agent who audited grantor’s 
income tax return had to pass on taxa- 
bility of sale by grantor of small por- 
tion of stock received by hm in ex- 
change. All relevant facts relating to 
exchange were disclosed to agent, who 
ruled that transaction was nontaxable. 
Disclosure to agent in course of his offi- 
cial duty was disclosure to Commission- 
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er. Latter, therefore, was aware, with- 
in the period of Statute of Limitations, 
of all relevant facts which would have 
enabled him to proceed against taxpayer 
for deficiency in respect of gain derived 
from exchange of the whole block of 
stock. His failure to do so does not 
justify his subsequent denial of right 
to refund. The Pennsylvania Co, v. 
United States, U.S.D.C., E. D. Pa., June 
25, 1951. 


Payment of pension trust liability on 
61st day was timely where 60th day was 
legal holiday. On March 31, 1946, close 
of its fiscal year, petitioner accrued its 
liability to an exempt profit sharing 
trust. Payment of liability was made on 
May 31, 1946, sixty-one days thereafter, 
sixtieth day being a legal holiday. 


HELD: Payment of money prescribed 
by statute, to be done within 60 days, 
is an ordinary business transaction, and 
following the present attitude of leni- 
ency in treating this particular problem, 
payment was timely. Campbell Chain Co. 
v. Comm., 16 T.C. No. 168. 


Centribution to pension plans, previ- 
ously ruled to be exempt, cannot be later 
disallowed when only change is in infer- 
ences to be drawn from facts presented. 
In 1942, company set up two trusts, 
one an “Employees’ Trust” and other an 
“Executive Employee’s Trust.” Each 
was profit sharing, stock bonus and pen- 
sion plan, containing similar terms for 
contributions by company. Trustee in- 
vested funds in stock of company and 
also purchased real estate option from 
company out of Executive Employee’s 
Trust Fund. Rental income and gain on 
sale of real estate by Executive Em- 
ployee’s Trust totaled in excess of $31,- 
000. Ruling letter requested by company 
setting forth all data had been received, 
qualifying trusts under Section 165(a). 
Subsequently, newly appointed Commis- 
sioner of Internal Revenue revoked fa- 
vorable rulings, claiming that trusts were 
discriminatory, were not for exclusive 
benefit of employees, and that investment 
of trust funds in stock of company was 
for benefit of employer. 


HELD: For taxpayer. Investment by 
trustee in stock of company is entirely 
proper and, in absence of evidence that 
such investments benefited employer, 
cannot be considered discriminatory. As 
for real estate transaction, Govern- 
ment’s affirmative defense that company 
had diverted its profits for benefit of 
executive employees was not supported 
by any proofs. In absence of showing 
of fraud or mistake on part of employ- 
er, or new or additional facts justifying 
reversal of position, successor Commis- 
sioner is bound by decisions of his prede- 
cessor. H.S.D. Co. v. Kavanagh, C.A.-6, 
June 19, 1951. 


ESTATE TAX 


Division of jointly held property into 
tenancy in common not a transfer in 
contemplation of death. Decedent, resi- 
dent of California, died in 1946. Included 
in his estate was property of $36,600 
acquired with community funds earned 
by decedent. Under California law, this 
was community property, but under In. 
ternal Revenue Code was recognized as 
property held in joint tenancy. Commis- 
sioner also included $6,900 in decedent’s 
taxable estate, on theory property 
passed as transfer in contemplation of 
death, this sum representing plaintiff's 
undivided one-half interest in property 
held in tenancy in common with dece. 
dent, but previously jointly held. Peti- 
tioner claimed refund on both issues. 


HELD: Community property, which 
under the Code is held in joint tenancy, 
is includible in full in decedent’s estate, 
under Section 811(e)(1) of the Code. 
Division of jointly held property into 
property held as tenancy in common did 
not constitute transfer in contemplation 
of death. Steen v. U. S., U.S.D.C., S. D. 
Cal., Jan. 10, 1951. 


GIFT TAX 


Execution and delivery of gift deed in 
1934 constituted gift, not agreement to 
give quitclaim deed in 1944. Petitioner's 
husband executed and delivered a “Gift 
Deed” conveying real estate to petitioner 
in 1934. Rents from property were re- 
ceived and taxes on property were paid 
by petitioner. Deed was not recorded 
until 1943. In 1944, pursuant to separa- 
tion agreement, husband agreed to give 
petitioner quitclaim deed to property, 
but failed to do so. In 1944, Donee Gift 
Tax returns were filed by one of peti- 
tioner’s attorneys. Petitioner claimed 
this act was outside scope of power of 
attorney given by her. Commissioner 
contended gift was effectuated in 1944. 


HELD: For taxpayer. As_ between 
parties, valid deed was executed and 
dejivered in 1934. Agreement to give a 
quitclaim deed in 1944 was merely 4 
refease and could not have conveyed 
erty which husband did not own. 
ig of Gift Tax returns in 1944, al- 
h not explained and raising doubt, 
no cause for disbelieving uncontra- 
testimony of petitioner and her 
sses. Macomber v. Comm.,_ T.C. 


2u0., June 6, 1951. 








“ RULING 


Se icbility of ancillary administrator 
i.% filing returns of income and paying 
tux. United States citizen died resident 
of Mexico City, leaving $27,000 in New 
York bank which was appointed ancil- 
lary administrator by domiciliary ad- 
ministrator in Mexico. Such bank must 
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required with respect to 
reporting thereon any income 
derived from sources within United 
States. Under Section 312 of Code, bank 
is required to assume duties of dece- 
dent with respect to his liability for 
taxes. Under Section 311 of Code, it 
may be held liable for unpaid taxes of 
decedent. Special Letter Ruling, June 4, 
1951. 


MERGERS & TRUST POWERS 
GRANTED 


Denver, Colo.—MOUNTAIN STATES 
BANK has qualified to do trust business 
according to the Banking Department of 
that state. 


Detroit, Mich. — BANKERS- EQUITABLE 
Trust Co. and Detroit Trust Co. stock- 
holders will vote on merger of the com- 
panies, by September 30th. 


Paterson, N. J.— Consolidation of 
First NATIONAL BANK & TrRusT Co. and 
UNITED STATES TRUST Co. will be voted 
on by shareholders on August 23rd. The 
merged banks would operate under char- 
ter and title of First NATIONAL BANK & 
Trust Co., which will thereupon become 
the largest national bank and the second 
largest commercial bank in New Jersey. 
This has already been approved by the 
Comptroller of the Currency. 


New York, N. Y.—RoyYAL BANK OF 
CANADA TRUST Co., a subsidiary of the 
Royal Bank of Canada opened for busi- 
ness to the public on July 2nd. J. B. Mil- 
ler is secretary and trust officer, and, 
with other officers of the New York agen- 
cy of the Canadian bank, has spent many 
years with the parent organization. 
Other officers are: Edward C. Holahan, 
president; Joseph W. Ganann, vice presi- 
dent; Walter H. Sharpe, treasurer. 





Negotiations are un- 
of HOWARD 
BURLINGTON 


Burlington, Vt. 
der way for consolidation 
NATIONAL BANK and the 
Trust Co. 


Rutland, Vt.—New officers of KILLING- 
TON BANK & TrusT Co., formed from the 
merger of Rutland Trust Co. and Kil- 
lington National Bank are: Cleon A. 
Perkins, president; Edwin W. Lawrence, 
William Johnson, Jr., and Albert W. Gor- 
ton, vice presidents; Edmund P. Shaw, 
vice president, treasurer and trust officer; 
George A. Sabin and Jennie K. Axelson, 
assistant treasurers; and Mary E. Copps, 


‘Jassistant trust officer. 


A A A 


IN MEMORIAM 


CHARLES E. BLACKFORD, JR., president 
of PkopLEs Trust Co. of Bergen County, 
Hackensack, N. J. 


M. A. LIMBOCKER, president of CITI- 
ZENS NATIONAL BANK, Emporia, Kansas. 


August 1951 


BRIEFS 


Phoenix, Ariz.—Mrs. Mildred May, 
head of the Special Services department 
of VALLEY NATIONAL BANK, has been 
elected vice president-at-large of the Ad- 
vertising Association of the West. She 
will help direct the affairs of 45 advertis- 
ing clubs located in principal Western 
cities. Mrs. May also is the newly elected 
vice president of Phoenix Advertising 
Club. In her work for the Valley National 
Bank, Mrs. May has conducted one Wo- 
men’s Finance Forum in Phoenix and is 
planning another in Tucson. She recently 
made a nation-wide survey of banks to 
gain information on forums for women. 


The bank has received authorization 
from the Comptroller of the Currency to 
open two additional branch offices in 
Phoenix and one in Tucson. This will give 
it seven offices in Greater Phoenix, three 
in Tucson and a total of thirty-two in 
the state. 


Los Angeles, Cal.—Victor H. Rossetti, 
president of FARMERS & MERCHANTS Na- 
TIONAL BANK, celebrated his 40th mile- 
stone at the bank. Mr. Rossetti entered 
the banking business in 1893 with Wells 
Fargo Bank & Trust Co. 


Los Angeles, Cal.—A. L. Lathrop, di- 
rector and former vice president of 
UNION BANK & Trust Co. and vice chair- 
man of the Del Amo Foundation, Span- 
ish-American student-exchange society, 
is in Spain with his family as official 
guest of the Spanish government in 
recognition of his splendid service to the 
Foundation over the last decade. He will 
spend two months studying university 
and cultural conditions there. 

Evansville, Ind.—Wilbur C. Clippin- 
ger, vice president and senior trust officer 
of CITIZENS NATIONAL BANK, was named 
a member of the City School Board for 
a four-year term. 


New York, N. Y.—BANKERS TRUST Co. 
has completed conversion of the former 
quarters of Commercial National Bank & 
Trust Co. at Wall and William Streets 
for enlarging its facilities and space for 
the corporate trust department. The first, 
second, third and mezzanine floors will be 
utilized, and this now complements the 
new records and services division of the 
Corporate Trust Department recently es- 
tablished at 2 Park Avenue (see July 
T&E, p. 472). At 2 Park Avenue the cor- 
porate trust department officers are J. D. 
Mulvey and A. W. Heidenreich, assistant 
vice presidents, and C. F. Carse, C. J. 
Hayes and William V. McCarthy, Jr., as- 


sistant secretaries. 


New York, N. Y.—Anniversaries cele- 
brated by CHASE NATIONAL BANK em- 
ployees were: 25 years—Henry R. News- 
holme, personal trust officer; J. Stanley 
Parkin, personal trust officer; Frank W. 
Bogardus, Jr., investment officer; 25 
years—Ralph J. Pempel, personal trust 
officer. 
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ASSETS — Protection — Trust Com- 
pany Not Required to Give Bond 
to Act as Executor 


Missouri—Supreme Court, en Banc 


State ex rel. North St. Louis Trust Co. v. 
Stahlhuth, Judge, 239 S.W. (2d) 515. 


Relator trust company was named as 
executor in a will. It applied to re- 
spondent probate judge for letters, with- 
out giving bond and without presenting 
a certificate of compliance with Section 
363.700, R.S. Mo. 1949. It was joined 
in the application by the principal bene- 
ficiary of the will. Respondent denied the 
application for the specific reason that 
relator had failed to deposit the secur- 
ities required by Section 363.700. Re- 
lator sought by mandamus to compel re- 
spondent to approve the appointment. 


HELD: Alternative writ made perma- 
nent to require respondent to determine 
whether relator should be required to 
give bond and to issue letters to relator 
either with or without bond. The statutes 
authorizing trust companies to act as 
executors (Sections 363.170 and 363.200) 
must be construed in pari materia with 
the statutes relating to administration 
of decedents’ estates (Sections 461.060 
and 461.300). So construed, the admin- 
istration statutes pertaining to executors’ 
bonds are applicable to trust companies, 
whether or not the trust companies have 
deposited the securities provided for in 
Section 363.700. The latter statute only 
provides additional authority relieving 
trust companies which have met its re- 
quirements from giving bond in any case 
— it has nothing to do with whether or 
not a trust company is entitled to be an 
executor. A trust company which has not 
complied with Section 363.700 is entitled 
to qualify under the same circumstances 
as a natural person. Application for let- 
ters without giving bond was sufficient 
where the principal beneficiary of the 
will joined in the application. 


RECENT FIDUCIARY DECISIONS 


INVESTMENT POWERS — Authority to 
Exercise Subscription Rights 


New York—Surrogate’s Court, N. Y. Co. 
Matter of Brown, N.Y.L.J., June 22, 1951. 


The will authorized the trustees to 
retain any securities delivered to them by 
the executors. As to reinvestments, the 
trustees were limited to legals and to 
certain specified types of bonds and first 
preferred stock, but only with the con- 
sent of the life beneficiaries. Investments 
in common stock of private corporations 
were specifically forbidden. The testator 
owned common stock of United States 
Steel Corp., which was divided among 
the testamentary trusts. The trustees 
thereafter received rights to subscribe to 
additional stock of that corporation and, 
at the request of the life beneficiaries 
and the testator’s widow (who was then 
a co-trustee) exercised such _ rights. 
Thereafter there were losses on the sale 
of some of these investments. The special 
guardian for infant contingent remain- 
dermen objected to the purchase of the 
additional shares. 


HELD: The trustees acted improperly 
in exercising the subscription rights. Al- 
though the will authorized retention of 
the shares owned by the testator, it 
specifically forbade new investments in 
common stock. Nor does authority to re- 
tain the shares include authority to in- 
vest in additional shares of the same 
corporation except in special circum- 
stances, as for example, where it is 
necessary to retain a proportionate vot- 
ing power in order to protect the original 
investment. That was obviously not the 
case here. The trustees will be sur- 
charged with only the actual loss to the 
trusts. 


NOTE: There was some question as to 
how the loss should be computed and the 
parties were directed to work out an 
agreement thereon, and to be guided by 
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the rule that ““*** the remaindermen have 
the option to claim either the entire in. 
vestment made by the trustees in these 
shares or to claim the replacement of 
the original fund, but they will not be 
permitted to take the profits on part of 
the purchase and to surcharge for losses 
on part of it.” 


Joint TENANCY — U. S. Savings 
Bonds Owned by Testator “or’ 
Wife Were Jointly Owned Prop- 
erty in Determining Distribution of 
Residue 


New Jersey—Superior Court 
In re Manfredini’s Estate, 80 A (2d) 445. 


Testator bequeathed to wife so much of 
residuary estate which, when added to 
property jointly owned, equalled one-half 
net taxable estate. At death, U. S. Sav- 
ings Bonds of $25,202 were in name of 
“testator or wife.”’ On appeal, wife claim- 
ed one-half of estate in addition to all 
bonds. 


HELD: Co-owners of U. S. Savings 
Bonds are likened to co-owners of bank 
account. At death, beneficial title to bonds 
vested in wife. Testator’s intention was 
to include bonds as jointly owned prop- 
erty. 


LIFE TENANT & REMAINDERMAN — 
Oil Royalty Payable to Principal 


Texas—Supreme Court 
Mitchell v. Mitchell, June 27, 1951. 


Testatrix created a testamentary trust 
to which was devised an undivided one- 
half interest in certain Texas realty. 
The beneficiaries were the testatrix’s 
children and grandchildren. Upon the 
trust termination, which was 21 years 
after the death of her children and the 
grandchildren of a deceased child, the 
trust estate was left to her then surviving 
descendants. The trust instrument pro- 
vided: 


“It is my desire, as far as possible, that this 
part of my estate be allowed to accumulate for 
the benefit of my grandchildren and _ great 
grandchildren, provided, however, that after 
payment of my debts, the income from said 
property shall be paid to my children and the 
children of Theresa Perkins, share and shar 
Eg 


The realty devised to the trust was 
leased after the testatrix’s death for ail 
and gas purposes by the trustees. The 
question presented was whether the roy- 
alty received from such lease was income 
distributable to the life tenants or a part 
of the corpus. 

HELD: The royalty belongs to corpus: 
While the testatrix was not educated, het 
will was drawn by an attorney who was 
familiar with the use of technical leg?! 
phrases, the meaning of which had bee! 
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defined by the courts. Testatrix was con- 
cerned about preserving the rights of 
the ultimate remaindermen; one of her 
daughters had unwisely sold her share of 
her father’s estate. The land, excluding 
the oil, had but a nominal value, and 
the land could not “accumulate” but the 
oil royalties would (the accumulation 
from royalty for one year was in excess 
of $100,000). The court said: 


“In this State it is held that minerals are a 
part of the land, and that royalties received by 
Trustees authorized to sell are the considera- 
tion for the sale of the mineral estate. The roy- 
alties represent the purchase price received 
from the sale of the trust principal or cor- 
pus... 


“Where the language of the will involved 
here is considered, we think it is clear that it 
was intended that only the income derived from 
the estate as well as from the royalty would be 
distributed to the life tenants, and that by the 
term ‘royalty’ is meant a part of the corpus of 
the estate to be held and reserved for the 
remaindermen.”’ 


PERPETUITIES — Disposition of Inter 
Vivos Trust by Will of Settlor Did 
Not Violate New York Rule 


New York—cCourt of Appeals 
Morgan v. Keyes, 302 N. Y. 439. 


The settlor created a trust of which he 
declared himself trustee of $1,000,000 to 
be set aside by his firm out of moneys 
owed him. Interest on the fund was to be 
paid to his daughter for her life. At set- 
tlor’s death, he was to be succeeded as 
trustee by the persons named in his will 
as trustees of a trust created by his will, 
and the trustees were to hold the fund 
upon the same trusts and in the same 
manner as directed by his will in respect 
of property left in testamentary trust 
for the daughter. 


The settlor thereafter died leaving a 
will which made no express reference to 
the $1,000,000 trust fund but created a 
trust of $3,000,000 the income to be paid 
to his daughter for life, with remainder 
at her death to her surviving issue sub- 
ject to a testamentary power of appoint- 
ment given to the daughter to appoint the 
principal to her issue. The daughter died 
leaving a will which recited the power of 
appointment given to her in her father’s 
will and exercised the power by creating 
two trusts for her two daughters with 
remainders to others. 


The lower courts held that the settlor’s 
will was a sufficient direction as to the 
terms on which the $1,000,000 fund 
should be held after the settlor’s death. 
This question was not raised in the Court 
of Appeals. The only questions raised 
were (1) did the daughter’s will validly 
exercise the power of appointment and 
(2) if so, did the appointment violate the 
New York rule against perpetuities? 


HELD: (1) The rulings of the courts 
below were that the daughter’s will valid- 
ly exercised the power. Her will is legally 
sufficient for that purpose and there is no 
indication of a contrary purpose. This 
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Court cannot, therefore, overrule as a 
matter of law, the lower court rulings. 


(2) The appointment does not violate 
the rule against perpetuities. The trusts 
are not limited, as contended, by the lives 
of the settlor, his daughter and grand- 
daughter. The settlor and his daughter 
could have revoked the trust during his 
life. The period of suspension began at 
his death when power to revoke ended. 


PERPETUITIES — Gift Over to Issue 
Not Violative of Rule 


Pennsyivania—Supreme Court 
Newlin Estate, 80 A. (2d) 819. 


Testator, a lawyer, died in 1922 leav- 
ing a will dated in 1920, survived by 
his widow who is living, a son who died 
in 1945, and a grandson born in 1919 
who is living. Out of his residuary estate 
he gave $6,000 in trust to pay the income 
to his son for life; at the son’s death, if 
survived by a widow and issue, the in- 
come was to be paid to the son’s widow 
until the issue became 30 years of age, 
at which time the cornus was to be divid- 
ed among the issue. If the son died with- 
out issue surviving him or attaining age 
30, the income was to be paid to his 
named brother and at his death to his 
wife and to testator’s named sisters or 
the survivors of them and upon the death 
of the survivor of them, the corpus was 
to be divided between a named nephew 


Portion, Securities Division 


trust affairs of any size. 
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and niece. In the court below, the grand- 
son of testator claimed the fund, but the 
court decided that the gift to the issue 
of the son was contingent and violated 
the rule against perpetuities. 


HELD: Reversed. The ambiguity in 
this will should be resolved in favor of 
vesting and in favor of the heir. The 
will is construed to mean that testator 
intended to give to those of his son’s 
children who were living at his son’s 
death a vested interest in the corpus to 
be paid to them when they became 30 
years old, and if they died before that 
age, the income was to be paid to the 
living brother (and wife) and sisters 
and upon the death of the survivor of 
them, the corpus was to be divided equal- 
ly between niece and nephew. The gift 
over was to living persons by name, thus 
indicating an intent, independent of any 
rules of construction, to give the remain- 
der to the children of his son who were 
living at his son’s death and to postpone 
merely the time it became payable. Un- 
der this construction, there is no vio- 
lation of the rule against perpetuities. 


PoweErRs — Limitations — Trustee’s 
Authority to Terminate Trust Does 
Not Invalidate It 


Iowa—Supreme Court 
Gunn v. Wagner, 48 N.W. (2d) 881. 


Testatrix devised real estate in trust, 
the income, in the trustee’s sole discre- 
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tion, to be used for the support of testa- 
trix’s surviving husband but the same 
was not to be used to pay any debt of 
the husband and not to be alienated or 
pledged by him. The trustee was given 
the sole discretion to surrender all trust 
property to testatrix’s husband and ter- 
minate the trust or, before the death of 
testatrix’s husband, to convey the same 
to the son of testatrix and terminate the 
trust. 


The trustee exercised his discretion to 
convey the property in question to the 
son during the husband’s lifetime. In the 
present action a judgment creditor of 
testatrix’s husband seeks to reach the 
real estate, claiming the trust was void, 
and that the property therefore had de- 
scended as intestate property to the hus- 
band and son and the undivided interest 
of the husband was subject to execution 
for his debts, for the following reasons: 


(1) Testatrix had attempted to 
delegate to the trustee the power to 
make her will. 


(2) The trust had no definite pur- 
pose and no definitely ascertainable 
beneficiaries. 


(3) No enforceable obligation was 
imposed upon the trustee, and 


(4) No duty was imposed upon 
the trustee to select a_ beneficiary 
as between the husband and son dur- 
ing the life of the trust. 


HELD: The trust was valid. The bene- 
ficiaries were members of 2 definite class 
among whom the trustee was authorized 
to select who should take. In view of the 
fact that the will also provided that the 
property would go to the son upon the 
death of testatrix’s husband in the event 
the trustee failed to select between them 
during the husband’s lifetime, the argu- 
ment that there was no duty imposed 
upon the trustee to make a selection as 
between the two beneficiaries fails. There 
was no duty on the part of the testatrix 
to leave her property in such manner 
that it might be reached by her husband’s 
creditors. 


POWERS OF APPOINTMENT — Failure 
To Appoint Completely — Chari- 
ties Not Entitled Because Condi- 
tion of Taking Did Not Exactly 
Happen 


Massachusetts—Supreme Judicial Court 


Massachusetts Institute of Technology v. Lor- 
ing, 1951 A.S. 797; June 29, 1951. 


Cabot J. Morse had under the will of 
his mother a power to appoint a trust 
fund to the use of his wife and issue, 
with the limitation that if his wife 
was someone living when his mother 
died he could only appoint income for 
life to her. If on his death he should 
“leave no such appointees then living,” 
the whole fund went to three charities. 
He died in 1946, leaving a widow (born 
before his mother died) and a son, Cabot, 


562 


Jr. By his will he specifically exercised 
the power by giving his wife the in- 
come for life, but said nothing about 
the principal. He gave the residue of 
his estate to his wife. In Welch v. Morse, 
323 Mass. 233, the court held that this 
was a valid exercise of the power as to 
the income, although he did not appoint 
the principal. The question was as to 
the rights of the charities. The wife, 
Anne, was still living. 


HELD: The charities were not en- 
titled, since the condition on which they 
were to take, namely, that the donee 
should not leave an appointee then liv- 
ing, did not happen. Also, the time when 
the fund was to be transferred to the 
charities was on the death of the donee, 
and this could not happen, because the 
widow had the income for life. 


Again the court did not pass on the 
ultimate destination of the trust fund, 
as that question was not before it. It 
did not intimate, however, that where 
there is a special power to appoint among 
a class, with no provision for a gift over 
in default of appointment, the unap- 
pointed property goes in equal shares to 
the members of the class. No actual de- 
cision was rendered on this point, how- 
ever. 


TAXATION — Estate & Inheritance — 
Bequests to Masonic Bodies Not 
Exempt 


Massachusetts—-Supreme Judicial Court 


MacGregor v. Comm., 1951 A.S. 723; June 7, 
1951. 


The will gave the residue in equal 
shares to the Master and Wardens of S. 
Lodge, A.F.A.M., of Haverhill, and Hav- 
erhill Commandery, Knights Templars; 
the principal to be added to the perma- 
ment charitable funds, and the income 
to be used for the general charitable pur- 
poses of said Masonic Bodies. The ques- 
tion was whether these gifts were exempt 
from a legacy tax under G.L. 65, §1. 
Both organizations are voluntary asso- 
ciations, but no one questioned the right 
of voluntary associations to receive the 
trust funds. The court stated that the 
tax question was not affected by the 
question whether the funds were held 
by the organizations in trust or by separ- 
ate trustees appointed by the probate 
court. 


HELD: First. The bequests were not 
exempt under the first class of exemp- 
tions in the statute, namely, “to or for 
the use of charitable, educational or 
religious societies or institutions which 
are organized under the laws of or whose 
principal objects are carried out within 
the Commonwealth,” because, as to the 
first part, the organizations were not 
incorporated under our laws and were 
not charitable, etc., societies, etc., organ- 
ized under the laws of the Common- 
wealth; while as to the later part of the 
clause, assuming for this case that the 


lodge and the commandcry are charitable 
institutions, their “principal objects” 
were not “carried out within the Com- 
monwealth.” Contributions were made to 
indigent persons, wherever living, and 
relief given in the great catastrophies 
throughout the world. The same applied 
to the Commandery. The students and 
indigent persons they aided were not 
limited to Massachusetts. 


Second. Likewise bequests were not ex- 
empt under the second class of exemp- 
tions, namely, “for any charitable pur- 
pose to be carried out within the Com- 
monwealth.” The terms of the trusts do 
not require them to be carried out within 
the Commonwealth for the benefit of 
residents or objects located here. 


TAXATION — Estate & Inheritance — 
Divorced Wife’s Claim as Creditor 
Must be Calculated to be Deduct- 
ible 

Pennsylvania—Supreme Court 
Mills Estate, 80 A. (2d) 809. 


Decedent made an agreement with his 
wife to pay $300 a month while he was 
employed and $150 a month after he 
retired for her support. The agreement 
further provided that real estate held as 
tenants by the entireties should be sold 
and the proceeds divided equally and if 
not sold before his death, it was to go 
to her, and he agreed to make a will 
leaving all of his estate to her and his 
life insurance was to designate her ir- 
revocably as beneficiary. The wife agreed 
to the sale of the real estate and if she 
died before decedent was to 
ceive one-third and she was to make a 
will leaving decedent one-third of her 
estate. She surrendered all other right 
to support. They were subsequently 
divorced and decedent thereafter died. 
The widow presented her claim as cred- 
itor of the estate under the agreement 
which was allowed by the court below. 
The Commonwealth assessed a transfer 
inheritance tax on the amount payable to 
the widow. The Commonwealth appealed 
from the allowance of the claim of the 
widow. 

HELD: Remitted for further findings. 
A bona fide separation agreement be- 
tween husband and wife providing for 
a payment at the husband's death, con- 
stitutes a debt and is consideration in 
money or money’s worth. It was thus 
necessary to determine that the debt was 
contracted for an adequate and full con- 
sideration, but the lower court failed to 
make any finding of fact from which a 
conclusion as to the consideration could 
be drawn. While the amount cannot al- 
ways be authentically calculated, the 
hearing judge must be satisfied that the 
amount of the debt represented a sub- 
stantially adequate and full consideration 
in money or money’s worth, for only to 
that extent is it deductible for inher- 
itance tax purposes. 
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TAXATION — Estate & Inheritance — 
Tenancy by Entireties Taxed at 
Divided Rates 


Pennsylvania—Supreme Court 
Zipperlein Estate, 80 A. (2d) 817. 


Testatrix devised real estate to her 
stepson and his wife in fee as tenants 
by the entireties. The Pennsylvania rate 
of inheritance tax to a stepson is 2% 
and to his wife 10%. The lower court 
fixed the rate on the entire devise at 
2° and the Commonwealth appealed. 

HELD: Reversed. In an estate by the 
entireties the husband and wife both own 
the whole of it, but from a practical 
standpoint for the purpose of inheritance 
tax they must be regarded as owning a 
one-half interest each with the result 
that half of the devise is taxed at 2% 
and half at 10%. Renunciation by the 
wife would no longer be effective as it 
would be for evasion and not in good 
faith. 


TERMINATION Termination of 
Trust Denied Despite Rising Costs 
— Rule Against Perpetuities Not 
Violated by Direction to Pay Pro- 
ceeds to Executor 


Indiana—Appellate Court 


Elliott v. 
(2d) 274. 


Travelers Insurance Co., 99 N.E. 


Deceased owned a $10,000 insurance 
policy which named his wife as_ bene- 
ficiary. He had supplemented the policy 
with a “trust agreement” which provided 
that on his death the proceeds of the 
policy would be left with the company 
at 3%% interest for the wife for life 
and on her death to his children and if 
no children survived the wife, then to 
her executor or administrator. The wife 
and children sought to have the trust 
terminated and recover the proceeds on 
the ground that the trust was impossible 
of serving its purpose because of rising 
prices, and that it violated the rule 
against perpetuities. The defendant’s de- 
murrers to the complaint were sustained 
and the plaintiffs appealed. 

HELD: Even though all interested 
parties have agreed to dissolution and 


distribution a court of equity will not 
terminate a trust unless the design and 
object of the trust scheme have been 
practically accomplished. Although 3% % 
on $10,000 will not give the same degree 
of economic security as at the time the 
agreement was made, it does provide the 
widow with a fixed and certain income 
for life which the settlor intended. 


On the argument that the agreement 
violates the rule against perpetuities 
because all the children might predecease 
the wife making the policy payable to 
her personal representative and _ such 
representative might never be appointed, 
the court held that such was the possi- 
bility in every estate and is not con- 
sidered as suspending the ownership. 
The court discussed the case on the plain- 
tiff’s theory that a true trust had been 
established, and since the plaintiff failed 
on his theory of the nature of the agree- 
ment the court refused to rule on the 
defendant’s contention that there was 
no trust at all but only a debtor and 
creditor relationship. 


WILLs — Construction — Bequest of 
Stock Held Specific 


Michigan—Supreme Court 
Morrow v. Detroit Trust Co., 330 Mich. 635. 


At the time the will was made in 1930, 
testator owned slightly more than 3,000 
shares of stock in a corporation of which 
he was president, which stock then had 
a par value of $100 per share. In 1938 
the stockholders of the corporation 
amended its articles to decrease its 
authorized capital by one-half, but leav- 
ing the number of shares as before, but 
decreasing the par value of each share 
from $100 to $50. Testator owned some 
2,700 shares at his death in 1940, 1,500 
of which he had purchased prior to the 
date his will was signed. 

The will directed the executor-trustee 
to set apart in a separate trust shares 
of the corporation “aggregating a total 
par or face value of $25,000.00” and to 
pay to testator’s sister as long as she 
may live all cash dividends thereafter 
declared and paid upon said stock, or, 
in the event said stock should be sold, 
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all the income received from the pro- 
ceeds of the sale thereof. Testator fur- 
ther provided that if he should dispose 
of his stock in said corporation during 
his lifetime, then the executor-trustee 
was to set aside other personal property 
or cash of the value of $25,000, the in- 
come from which was to be paid to said 
sister. The executor-trustee filed a pe- 
tition for construction of the will, the 
question being whether testator intended 
the bequest to his sister to be specific or 
demonstrative in character. 


HELD: The bequest in trust was of 
stock of a par value of $25,600, which 
represented 250 shares of the corporate 
stock. No pecuniary gift was intended. 
The provision for the contingency of 
ademption indicates that testator wished 
to make a specific bequest in trust. As 
to a specific bequest the will speaks as 
of the time of its execution. The subse- 
quent corporate action of reducing the 
par value of the stock did not affect the 
bequest; therefore only 250 shares are 
to be placed in trust. 


WILLs — Construction — Residue 
Effectively Disposed of 


Indiana—Supreme Court 


Brown v. Union Trust Co., decided May 24, 
1951. 


Testatrix devised one-third in value 
of her estate to her husband, who was 
her only heir. She bequeathed a fixed 
sum to her sister for life, and upon the 
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sister’s death the residue of the sum 
then remaining became the property of 
the sister’s children. The residue of testa- 
trix’ estate was willed to the sister “on 
the same terms and conditions as named” 
in the item of the will which bequeathed 
the fixed sum. Testatrix’ husband claim- 
ed the residue of the estate as the sole 
heir at law, contending the will made no 
effective disposition of the residue. 


HELD: The will did make an effective 
disposition of the residue, and testatrix’ 
husband had no rights therein as her 
sole heir at law. The words used in dis- 
posing of the residue were not ambiguous 
and required no judicial construction. 
That the major portion of the residue 
came from the sale of real estate at one 
time owned by the husband and testatrix 
by the entireties presented no equity of 
legal significance. 


WILLs — Construction — Failure of 
Extrinsic Evidence to Resolve Am- 
biguity 

Washington—Supreme Court 
Moore v. Parrish, 138 Wash. Dec. 607. 


When testatrix died in Alaska, she left 
will devising all real estate in Seward, 
Alaska, to her friend Rebecca Parrish, 
and in the same paragraph bequeathed 
to her all the household goods, furniture 
and personal property, excepting per- 
sonal effects, clothing, jewelry and money. 
In the following paragraphs, she _ be- 
queathed to her sister Anne Moore, of 
Seattle, all personal effects, clothing and 
jewelry, whether at her home in Seward 
or elsewhere at the time of her death. 


In a subsequent paragraph, testatrix 
directed that, after payment of the 
specific beauests and debts and expenses, 
all other property be sold and the pro- 
ceeds paid in equal shares to her sisters 
Anna Moore, Mary Cartwright and Molly 
London. Besides her house in Alaska, 
testatrix owned a house in Seattle. which 
also contained furniture and household 
goods. Rebecca Parrish and the sisters 
claimed the household goods and furni- 
ture in the Seattle house. The testimony 
of the scrivener was to the effect that 
testatrix intended to leave her Seattle 
furniture to Rebecca Parrish, and the 
trial court so ruled. 


HELD: Reversed. The primary pur- 
pose of the court is to determine the in- 
tent of testatrix, which must be gathered, 
if possible, from the words used in the 
will. Where, as here, the will is ambig- 
uous, extrinsic evidence is admissible, 
and the testimony of the scrivener was 
properly admitted. However, his testi- 
mony was vague, and did not resolve the 
ambiguity. If the testatrix intended to 
leave the Seward home, with the person- 
alty contained therein, to Rebecca Par- 
rish, and the Sezettle home and contents 
to her sisters, the will appears as a 
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clear and understandable document. If 
she intended to leave the Seattle per- 
sonalty to Rebecca Parrish, the will 
seems unnaturally drawn. The most rea- 
sonable construction is that the sisters 
are entitled to the furniture and person- 
alty located in Seattle. 


WILLs — Probate — Probate Court 
Has Jurisdiction to Admit Will 
Disposing of Real Estate 


New Mexico—Supreme Court 
Humphries v. Breton, 230 Pac. (2d) 976. 


In an action to quiet title to realty ac- 
quired under a will, it was urged that, 
since the probate court did not have 
jurisdiction to determine title to real 
estate, it was therefore without juris- 
diction to admit to probate a will which 
disposed of real estate. 


HELD: It is the primary function of 
the probate courts to admit wills to 
probate, and the probate court is not 
concerned whether the will disposes of 
real or personal estate. 





WILLs — Construction — Bequest to 
“My Husben~” Followed by N-me 
of Man wes Bequest to Man, Hus- 
band Being Mere Description 


New Jersey—Superior Court, Chancery Division 
Stothus v. Fliegler, 80 A (2d) 583. 


Testatrix bequested residue of estate 
“to my husband, Charles Fliegler.” Flieg- 
ler had a former wife, from whom he 
never was divorced, and therefore was 
never legal husband of testatrix. Testa- 
trix left no heirs or next of kin. 


HELD: Intention of testatrix was to, 
devise estate to Fliegler and words “my 
husband” constituted mere descriptive 
language. 
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